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The mailing address of the 
Corporation’s head office is: 
P.O. Box 1330 

Sydney, Nova Scotia 

B1P 6K3 

Tel. (902) 564-7310 


The Coal Mining and Distribution 
Division is centred at the 

Devcoal Building, Glace Bay, 
Nova Scotia. 

Mailing address: 

P.O. Box 2500 

Sydney, Nova Scotia 

B1P 6K9 

Tel. (902) 564-2848 


The Industrial Development The Cape Breton Development Corporation was formed by the Cape 
Division has its headquarters Breton Development Corporation Act (1967-68). Its goals are to 
at Sydport Industrial Park, stimulate economic growth on Cape Breton Island and expand the coal 


Point Edward, Nova Scotia. industry in the Sydney coalfield. 
Mailing address: 


P.O. Box 1750 


Sydney, Nova Scotia 


BIP6T7 BOARD OF DIRECTORS 
Tel. (902) 564-3600 
Acting Chairman: D.S. Rankin, Sydney, Nova Scotia 
Directors: Dr. Larkin Kerwin, Sillery, Québec 
Dr. John F. Burke, Sydney, Nova Scotia 


D. MacInnis, Glace Bay, Nova Scotia 


The Board of Directors held two regular two-day meetings. 


OFFICERS 

President and Chief Executive Officer D.S. Rankin 
Senior Vice-President and Corporate Secretary Bruce R. McDade 
Senior Vice-President, Coal Mining and Distribution | Douglas Shield 
Vice-President, Industrial Development John L. Dodge 
Vice-President, Corporate Planning A. Roy MacLean 
Vice-President, Human Resources Carl Turner 
Vice-President, Project Development R.P. Nicholson 


Vice-President and Treasurer Graham Skerrett 


CAPE BRETON SOCIETE DE 
DEVELOPMENT DEVELOPPEMENT 
CORPORATION DU CAP-BRETON 


June 25, 1984 


To the Honourable 

The Minister of Regional and Industrial Expansion 
House of Commons 

Ottawa, Ontario 


Dear Sir: 


I have the honour to transmit herewith, for submission to Parliament, the report of the 
Cape Breton Development Corporation for the fiscal year ending March 31, 1984, as 
required by Section 33 of the Cape Breton Development Corporation Act. 


Sincerely yours, 


VS eae ae 


D.S. Rankin 
President 


aon 
Canada 
Telephone (902) 564-7310, Telex 019-352-14 


P.O. Box 1330, Sydney, N.S., Canada B1P 6K3 
= Téléphone (902) 564-7310, Telex 019-352-14 


C.P. 1330, Sydney, N-E, Canada B1P 6K3 


THE YEAR IN REVIEW 


As with other coal mining companies 
throughout the world, the past year 
was a particularly difficult one for the 
Corporation. In addition to the finan- 
cial difficulties faced by all coal com- 
panies, this Corporation has borne the 
added burden of growing, legislated, 
social costs. We have not chosen to 
alleviate the problems by reducing the 
size of the workforce and take pride 
in the fact that, despite the difficulties, 
all our employees have remained 
working. 


... it has been a sig- 
nificant improvement in 
production and effic- 
iency, particularly in the 
latter part of the year, 
which has caused a 
reduction in losses. 


Losses have been serious. 
Nonetheless, they have been substan- 
tially less than forecast. It is worth 
noting that prices received for coal 
have been close to those projected and 
it has been a significant improvement 
in production and efficiency, par- 
ticularly in the latter part of the year, 
which has caused the reduction in 
losses. By sustaining these improve- 
ments we will be able to produce an 
appreciable reduction in loss in the 
year ahead. 


Throughout the world, the mining in- 
dustry has continued to produce large 
volumes and there has been an over- 
supply of metallurgical coal. The 
result has been lowered prices. There 
are, however, some signs of an im- 
provement. Although contractual ton- 
nages for the year ahead will most 


Number 26 draeggermen 
practicing firefighting skills. 


likely be reduced, they are not likely 
to be reduced to the same extent as 
they were last year. Consequently, 
the Corporation did not anticipate any 
problem in marketing its metallurgical 
coal at competitive world prices. 


However, a fire shortly after the year 
end, which resulted in the death of 
one of our employees, also 
necessitated the sealing of Number 26 
Colliery. Consequently, the great dif- 
ficulty facing the Corporation, in the 
event that Number 26 cannot be 
reopened, will be the availability of 


metallurgical coal. It is of the greatest 
possible urgency that our international 
coal contracts, carefully developed 
and built over the past ten years, be 
preserved. Should Number 26 Col- 
liery remain closed, the development 
of another source of metallurgical coal 
must be the overriding concern of the 
Corporation. 


Thermal coal requirements on a 
global basis are forecast to increase as 
most countries continue their conver- 
sion program from oil to coal for elec- 
trical generation. With domestic 


requirements for the Nova Scotia 
Power Corporation scheduled to in- 
crease in 1984, with the addition of 
two 150 MW units at Lingan Power 
Station, our ability to develop export 
thermal markets is limited only by 
availability and cost. 


During the year we continued to 
operate three collieries, No. 26, 
Lingan, and Prince, and from them 
more than 2,800,000 tonnes of 
saleable coal were mined - substantial- 
ly more than in the previous year. In 
addition to the increase in the actual 


Safety equipment displayed at 
local mall. 


Student employee at mine site. 


volume of coal mined, our output per 
manshift, a mining measure of pro- 
ductivity, increased from 4.5 tonnes 
for the previous year to 5.3 tonnes, 
the highest level of productivity in the 
history of the Corporation. 


Following the successful demonstra- 
tion of an experimental tunnel boring 
machine at the Donkin-Morien 
Development Project, a larger rock 
boring machine was developed by 
Lovat Tunnel Equipment, Inc., and 
installed in the Number 2 decline. By 
year end the machine had successfully 


driven over 900 metres in sandstone 
strata, marking the first time such a 
large machine has driven in rock on a 
decline. 


It is now anticipated that the seam will 
be reached before the end of 1984, 
after which a large bulk sample of 
coal will be collected for testing. 


As a consequence of the fire at 
Number 26 Colliery, British Mining 
Consultants, Ltd. and the Corporation 
are revaluating an earlier feasibility 
study for a Glace Bay Mine, designed 
to replace Number 26 Colliery. 


The Victoria Junction Coal Prepara- 
tion Plant processed 2,237,000 ton- 
nes of raw coal during the year, and 
from it produced 1,009,000 tonnes of 
metallurgical coal and 627,000 tonnes 
of thermal coal. The overall yield of 
clean coal for the year averaged 73 
percent of raw coal input. 


After 30 years of active production 
the Corporation announced the 
closure of the Sydney Mines Wash 


. our Output per 
manshift, a mining 
measure of productivity, 
increased from 4.5 
tonnes for the previous 
yearto 5.3 tonnes... 


Plant. The decision was necessitated 
by economic considerations and an 
alternate facility, to supply the 60,000 
tonnes of domestic fuel required each 
year, is now in place at Victoria 
Junction. 


On August 15, 1983, the commis- 


sioning of the International Pier and 


Trestle took place with the loading of 
the M/V Walter Leonhardt, bound for 
Brazil. The benefits of this project will 
be the optimum use of the railway’s 
rapid discharge cars, whereby three 
unit trains of about 2,000 tonnes each 
are in continuous use during vessel 
loadings. 


The unit train concept, along with the 
rapid discharge cars, has allowed for 
an increase of the guaranteed loading 
rate from 10,000 tonnes to 18,000 
tonnes per 24 hour period. 


The second phase of reconstruction at 
the Pier will result in a new causeway, 
pier and mobile shiploader. The ap- 
proval and completion of this phase, 
which will allow the loading of 60,000 
tonne Panamex vessels, would allow 
the Corporation to load ships of a size 
demanded by the marketplace. 


To serve the Far East 
market and to reduce 
ocean freight costs, the 
Corporation introduced 
the concept of 


“topping-off” .. . 


The Railway moved into its new Rail 
Centre Building on the Victoria Junc- 
tion Site. The move is another step in 
the modernization of the Corpora- 
tion’s material handling capability. 


Total sales for the year amounted to 
2,724,054 tonnes compared with 
2,840,323 tonnes the previous year. 
Our sales of steam coal to the Nova 
Scotia Power Corporation increased 
by approximately 100,000 tonnes, 
while our exports dropped by about 
200,000 tonnes. Export shipments 
were cancelled in January because of 


a fire at the shipping pier. Sales of 
metallurgical coal to the Sydney Steel 
Corporation, with the closure of the 
second coke battery, dropped to 
74,000 tonnes. Consequently, 
revenue from sales decreased by 
more than $27 million. 


In the export market the Corporation 
supplied its regular customers in 
Brazil, Sweden, Belgium and Italy 
with one hundred percent of their 
contractual tonnage. 


The search has continued for new 
markets and new one-year contracts 


were received in Korea for 150,000 
tonnes, in Japan for 75,000 tonnes, 
in Greece for 100,000 tonnes and in 
Argentina for 20,000 tonnes. 
Research continues into ways to in- 
crease this penetration of such 
markets and the possibility of entering 
other markets in the world. 


To serve the Far Eastern market and 
to reduce ocean freight costs, the 
Corporation introduced the concept of 
“topping off”, at the Strait of Canso, 
super-colliers carrying American coal. 
Draft limitations at U.S. East coast 


ports only permit partial loadings of 
super-colliers. By utilizing self- 
unloading vessels, Cape Breton coal 
is transported to the Strait of Canso 
to complete the loading of the super- 
collier before it departs for its distant 
markets. This operation is receiving 
world-wide attention and being con- 
sidered by a number of countries 
which have large receiving facilities. 


Three new developments, Carbogel 
coal liquifaction and the oil ag- 
glomeration process are particularly 
encouraging. 


) 


Award presentation for lobball 
tournament. 


Students returning from 
Career Day mine tour. 


Topping-off super collier 
bound for Korea. 


The Carbogel pilot plant began pro- 
duction in early July. 4000 tonnes 
were produced during the year, most 
of it burned in boilers at the Chatham 
Generating Station of the New 
Brunswick Electric Power 
Commission. 


Carbogel is produced by a patented 
process developed by AB Carbogel of 
Sweden, under license to the 
Corporation. 


The project is being carried out under 
a tri-partite agreement among the 


Corporation, New Brunswick Electric 
Power Commission (NBEPC) and the 
federal Department of Energy, Mines 
and Resources. The program has 
been funded by $7.15 million from 
the National Energy Program’s off-oil 
fund. 


A major study of the conversion of 
Cape Breton coal into liquid transpor- 
tation and heating fuels continues to 
make progress. During the year 
results of pilot plant trials in 1982 
were consolidated and economic 
analyses completed. Plans are pro- 
gressing for pilot scale trials on a two 
stage process which promises higher 
liquid yields and lower costs. 


... Three new develop- 
ments, Carbogel, coal 
liquifaction and the oil 
agglomeration process 
are particularly 
encouraging. 


The National Research Council (NRC) 
mobile pilot plant operated at the Vic- 
toria Junction Preparation plant site 
from June to October. It demon- 
strated the feasibility of coal recovery 
from the thickened tailings effluent 
from the Preparation Plant, and 

from its tailings ponds as well. 
Recovery of quantities of magnetite 

in the tailings stream, by use of a 
special magnetic separator, was also 
demonstrated. 

The mobile plant was operated by 
NRC personnel assisted by Guildcraft 
Ltd., (a licensee of the process) and 
staff from this Corporation. 


Negotiations between the Corporation 
and Guildcraft have resulted in the 


start of construction of a plant to 
recover and upgrade fine coal ac- 
cumulated from the operation of the 
Sydney Mines Washplant. 


Considerable progress was made dur- 
ing the year in the development of a 
modern human resource capability. 


The most notable step forward was 
the official opening of our Human 
Resource Centre. The Centre - for 
which funding had been approved in 
the previous year - has classrooms, a 
workshop area and administrative of- 
fices. But in addition it has a 
simulated longwall production face 
which utilizes the most modern equip- 
ment found in underground coal 
operations. 


The maintenance of the highest level 
of safety in the mines and on the sur- 
face is, and will remain, a primary 
concern of management and we are 
constantly seeking ways to eliminate 
hazards inherent in mining. By way of 
examples of the many initiatives 
undertaken, remote environmental 
monitoring systems have been in- 
stalled underground; fire and safety 
procedures have been developed and 
training programs implemented. Par- 


... it has a simulated 
longwall production 
face which utilizes the 
most modern equip- 
ment found in under- 
ground operations. 


ticularly important, regular refresher 
training programs have been instituted 
for all levels of underground 
management. 


Equipment being readied for 
simulated longwall. 


There was little activity in the area of 
collective bargaining during the year 
as the Corporation continued to be 
guided by the Public Sector Corpora- 
tion Restraint Act, which resulted in 
the extension of those agreements 
that expired during the year. The col- 
lective agreement with the major 
bargaining unit, the United Mine 
Workers of America, was the subject 
of bargaining on non-monetary issues 
and, while some tentative agreement 
was reached with the Union’s bargain- 
ing committee on the matter of 


seniority and related issues, the agree- 
ment was not ratified by the member- 
ship and the previous agreement was 
extended. 

As in the previous year, there was an 
added dimension to the industrial 
relation climate as the Canadian Mine 
Workers Union made a second bid to 
capture the right to represent 
employees in the United Mine 
Workers Union. Issues were com- 
plicated by the fact that the local ex- 
ecutive of the U.M.W. of A. were 
suspended by their international office 


ey | 


and subsequently removed, necessi- 
tating an election of a new union ex- 
ecutive. The vote to determine the 
future bargaining unit was held in 


March with the result that the U.M.W. 


of A. retained the right to represent 
the bargaining unit. 


The cost of Workers’ Compensation 
for the year increased approximately 
one and a quarter million dollars over 


the previous year to $14,350,000. 


A program was begun to fully com- 
puterize and integrate the administra- 


Auction Centre at Point 
Edward Farm. 


Wet weather clothing now 
manufactured in Cape Breton. 


Prince Michael of Kent (3rd 
from right) inspects simulated 
longwall. 


tion of accident reporting and the 
workers’ compensation system, in 
order to provide better control and a 
more efficient administration of the 
claims. 


Our Health Services Branch has 
placed new emphasis on prevention 
and surveillance programs which will 
hopefully reduce the need for exten- 
sive diagnostic and emergency pro- 
grams. The Chemical Hazard Iden- 
tification Program and the Hearing 
Conservation Program - begun the 


... financing offers 
during the year are esti- 
mated to have created 
approximately 400 man 
years of employment. 


previous year - are examples of this 


new emphasis. 


INDUSTRIAL 
DEVELOPMENT 


The Corporation’s Industrial Develop- 
ment Division has continued to make 
progress despite a worldwide sense of 
business caution following the reces- 
sion, and financing offers during the 
year are estimated to have created 
approaching 400 man years of 
employment: 


As the beginning of Mobil’s Venture 
project draws closer, interest in the 
facilities at Sydney Harbour and the 
Strait of Canso is expected to grow 
and we are working with federal and 
provincial funding agencies to ac- 
celerate the growth and to develop 
the required marine infrastructure. 
Already a number of national and in- 
ternational firms have expressed an 
interest in locating on the Island. 


The Industrial Development Division 
has continued to work with the Coal 
Division in order to encourage the 


10 “Men of the Deeps” 
entertaining at Corporation 
picnic. 


Man-riding rake being 
constructed in Cape Breton. 


manufacture of equipment and con- 
sumable items for the mines. The suc- 
cess achieved so far has been aratify- 
ing with the value of mining equip- 
ment manufactured on Cape Breton 
Island increasing from about one and 
a half million dollars in 1977 to nine 
and a half million dollars in the past 
year. 


During the year the Corporation, in 
association with the Province’s Depart- 
ment of Development, created 
Canada’s first International Trade 
Zone. It is located at the Sydport In- 
dustrial Park. Also at Sydport, a new 
Office Mart was completed and 
already has 75 percent occupancy, 
and a modern Ocean Industry Centre 
was also completed. 


The fishing industry continues to 
struggle through a difficult period and 
the Corporation has endeavoured to 
assist with seminars and community 
leadership programs and financial 
assistance including loan capital to 
two fish processing operations. 


In agriculture we continue to em- 
phasize expansion and diversifica- 
tion, and a range of innovative pro- 
grams are offered from our farm 
centres at Point Edward and near 
Mabou. Currently we assist the 
agricultural sector with fruit tree pro- 
duction programs, blueberry growing 
incentives, a bull and ram rental pro- 
gram, a Christmas tree program and 


seminars in practical aspects of 
forestry. 


Over the past dozen years, the Corp- 
oration has found that it can often 
best stimulate economic growth with 
its own direct participation in enter- 
prises. Consequently, today, for ex- 
ample, we are major marketers of 
salt-water raised trout. In addition 
salmon raising results were en- 
couraging and oyster sales 
expanded. 


In the tourism sector of the economy 

our Bed and Breakfast program saw a 
modest expansion and was utilized by 
nearly eleven thousand tourists. 


Although Parks Canada reported a 
decline of more than 12,000 visitors 
to Fortress Louisbourg, the number of 
guests served at our Hotel de la 
Marine, 51,602, was only 625 fewer 
than the previous year and the opera- 
tion continued to be profitable. 


On July Ist, 1983, the new 9-hole 
addition to the golf course at the 


. . . the Corporation 
has endeavoured to 
assist with seminars 
and community leader- 
ship programs and 
financial assistance 


Dundee Resort was opened and con- 
struction at the marina was also com- 
pleted. The resort had an occupancy 
rate for June 25 to Sept. 2 of 91 
percent. 


The Industrial Development Divi- 
sion’s Capital Project Group con- 
tinued with its program to modernize 
Sydport Industrial Park as well as 
our tourist facilities. It also provided 
management assistance to the 
federal government on three Special 
Recovery Projects with a combined 
value of $5.9 million. 
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Auditors’ 
Report 


To the Honourable 

The Minister of Regional and 
Industrial Expansion 

Ottawa, Ontario 


We have examined the balance sheet and the statement of equity of 
the Coal Division and of the Industrial Development Division of the 
Cape Breton Development Corporation as at March 31, 1984, and the 
related income and operating statements and the statements of 
changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


The financial statements of the Industrial Development Division and 
of its subsidiaries have been presented on a consolidated basis. As 
required by the provisions of the Cape Breton Development 
Corporation Act, the financial statements of the Coal Division and of 
the Industrial Development Division are being presented separately. 


In our opinion, these financial statements present fairly the financial 
position of the Coal Division and of the Industrial Development 
Division of the Cape Breton Development Corporation as at March 
31, 1984, and the results of their operations and the changes in their 
financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Also, in our opinion, proper books of accounts have been kept and the 
transactions that have come to our notice have been within the power 
of the Corporation. 


Touche Ross & Co. 
Chartered Accountants 


Sydney, Nova Scotia 
May 11, 1984 


Cape Breton Development Corporation 


COAL DIVISION 


(Established by the Cape Breton Development Corporation Act) 


Balance Sheet 
as at March 31, 1984 


Assets 


Current 
(SEKI 8 see a SIS CNS A iN NCC ee 
ANGcoumis receivablen INOte:Z) simian nen taueiint tarde Cul Go | 
Inventories, at the lower cost and net realizable value 
CERIO gas hc NGO LA a ocak gael a eR aU Ree 
Operating materials and supplies 05263. 2058 ek ee. 
Bre On oN Dense Sewer te ene i ee Noo 


Fixed (Notes 3 and 8) 


Liabilities 

Current 
PCE DUnicIAUaUIe minaule wn wenri tea Oe Rew. eg a oe whet 
ACCICd WaGes and VACATION, PAY. irs hk aces eke eke a ed 
PO GY ACCA OCS CR MOREA ROL ea honcie Say. Gh Uigaindio ts 


RETIOIOR Fe C OLECIG MICHION Sat Saat st faye et i OS sc aSe Sieh ee eed coe ae 
AdvanceseGovernment-on Canada nace oe i ee ee: 


Equity 


Equity of Canada 
Per statement attached 


Commitments (Note 4) 


On Behalf of the Board 


Souhe 


Director 


1984 


$ 6,723,286 
16,435,319 


33,685,093 
14,090,809 


136,066 
71,070,573 

_ 267,643,815 
$338,714,388 


1983 


$ 9,673,661 
16,887,440 


21,517,961 
14,616,152 


61,877 
62,757,091 
238,482,986 


$301,240,077 


$338,714,388 


$ 14,736,544 $ 12,540,735 
12,613,194 13,558,847 
9,980,000 1,540,000 
4,340,476 9,156,357 

11,368,288 
53.038.502 32,199,939 
285,675,886 268,444,138 
$301,240,077 
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Cape Breton Development Corporation 


COAL DIVISION 


Statement of Equity 


For The Year Ended March 31, 1984 


Balance at beginning of year iin sy yar ie ene eect 


Add: Payments by Canada in respect of 


mining losses - Vote 20, 20b (Note la) ............ 


Payments by Canada in respect of capital 


expendittres ~Viote 25 (INote:la)s ua ats ee 


Deduct: 


Mining losses 


Depreciation of fixed assets (Note Ic) .............. 


Balance at end of year 


1984 
$268,444, 138 


83,325,270 


16,098,442 


367,867,850 


49,622,754 


32,569,210 
82,191,964 
$285,675,886 


1983 
$253,295 ,440 


14,105,383 


71,146,000 


338,546,823 


46,518,516 


23,584,169 
70,102,685 


$268,444, 138 


Cape Breton Development Corporation 


COAL DIVISION 


Statement of Income 
For The Year Ended March 31, 1984 


Revenue 


Ouisigdealwavsreveniowmae rn iaesitka bra cese Wicic ts in ys 
WPeLAMMGu CUCIU CE aa. Mier te ri Meee ing tue A ca ao 


Operating expenses 
Wag estancisalanieswason wei imeem e a erect unonsteec (alia sue 1 
louGavs rancavacaMonsure Syncn wee nents whim eels eich al bns sss 
WiorkemcnCommpensati Oni eure niktd ka Crm te eters 
SULCMAIICS Hen mmNe Reem nity au Pe OA ey pak hd 
Moareriolsamdistrppiios te teae cr tastier sells a weak ed wis a elalne sos 
Iepalianatchia lsum a tsi keer er es eek SG cee 6 
ECU ule Onn Cle ee errs Mt eA aia tie «cl ha ahangtae 
GCrantsiimicleohiascs =: ert neem er ate teks ale 3 
ROVA Comet trem G RULE cern Neem eae a tt 
PULCCMMCAUD EGUIDINCMp nso wind Nok Aa Gan ste) clock es 
Otte ex Bence suntan tna eman ey sme ee A he wo oa sede 
PAC nase OCOn lan eren er ene Ny ren cy oles ak ee, 
DIC DECCIAN ON Gan unre tree Nr cin at ee ya chs eid isare echo cd. 4.6 
Decrease (increase) incoal inventory ..................-05. 


Mora loperatingex penises amie anit wa shee sivas siery O acm wine kes 


Excess operating expenses over operating revenue .............. 


eMSiOn Saati ae ewer Onn neces Rimmer od 


Deduct: 
Depreciation not deductible in 
determining mining losses (Note lc) ................+45: 


DicmmmmMncg tosses 1Ofithe Veale wins sak ai iacies, . weasrieus ye dosale od 


* Restated 


1984 


$144,317,578 
7,701,107 


136,616,471 


2,578,511 
139,194,982 


91,476,184 
12,588,000 
14,356,000 

9,344,484 
22,207,328 
12,025,613 


5,689,791 
32,569,210 


12,167,132) 
206,095,892 


66,900,910 
11,956,677 
4,338,827 


1,004,450) 


82,191,964 


32,569,210 


$ 49,622,754 


( 


1983 


$171,777,160 
4,926,582 


166,850,578 


3,210,100 


170,060,678 


91,997,195 
13,049,000 
13,085,000 

8,571,513 


23,540,468 * 
14,630,008 * 


5,641,703 
2,598,218 
689,716 
3,489,144 
3,869,767 
6,948 696 
23,584, 169 


9°353,290 


221,047,887 ° 


50,987,209 * 


17,455,821 
4,507,050 


2,847,395) 


70,102,685 


23,584,169 
$ 46,518,516 


15 


16 


Cape Breton Development Corporation 


COAL DIVISION 


Statement of Changes in Financial Position 
For the Year Ended March 31, 1984 


1984 
Funds provided from 
Payments by Canada 
- in respect of mining losses Vote 20, 20b (Note la) ........... $ 83,325,270 
- in respect of capital expenditures Vote 25 (Note la) ......... 16,098,442 
Proceeds from disposal of fixed assets ..................005. 209,336 
99,633,048 
Funds used for 
Net. mining losses. \222)0/ rent aw sconey amen asin toa Men ara 49,622,754 
Expendituresonifixediassets (25) ew) wea at etn eee ee 61,939,375 
111,562,129 
Decrease in'working capitalz.oi tiie ee ee Ret wee ec 11,929,081 
Working capital at beginning of.vearim 4d. s seen ee eee 29,961,152 


Working: capital af end, of year ai ee eat ails ae $ 18,032,071 


1983 


$ 14,105,383 
71,146,000 


53,704 


85,305,087 


46,518,516 


82,385,372 


128,903,888 


43,598,801 


73,009,909 


$29,961,152 


Cape Breton Development Corporation 


COAL DIVISION 


Notes to the Financial Statements 
March 31, 1984 


1. Significant Accounting Policies 
a) Financing 
The Corporation is financed by way of votes of the Parliament of Canada. These votes 
are for the purpose of funding mining losses and to finance capital projects. 
b) Inventories 
Inventories are valued at the lower of cost and net realizable value. 


c) Fixed Assets 
Fixed assets are valued at cost. The Corporation has provided depreciation on its fixed 
assets based on their estimated useful lives. The Treasury Board of Canada has 
indicated that depreciation should not be provided in determining mining losses for 
Parliamentary appropriation. Accordingly, the depreciation provision has been 
eliminated in arriving at this amount. 


2. Accounts Receivable cls Medea ae eae 
TRIBE ESE NG 2S CT lcs i it Sa a $ 16,397,313 $ 16,205,262 
Appropriation receivable - Vote 25 capital expenditures .... 698,000 
JES HEY DUIS Go a ES a RS Te 101,747 84,178 

16,499,060 16,987,440 
Less: Allowance for doubtful accounts .................. 63,741 100,000 
$ 16,435,319 $ 16,887,440 

3. Fixed Assets 
PEAKACS AUN IN cea he ce ine eee. ¥ cw sce ae aw ae $100,860,448 $ 91,075,067 
INOWZOV inches mE nnee Aa oa oy EN Za 63,147,916 58,159,728 
arin Calvi CmPeeen ey ere eterna ree. coh) ta, Sank, Hel 71,513,155 58,493,226 
Donking Vilncemmeras serene acre vee ie ery ya a cose 49,497,170 34,408,107 
WoAbereparaulOn eat ac eos rfl i os ular use Se et coe 45,659,934 42,713,858 
DeVeOmIKalWa Ua mate a ae het kB t eh Te ath, 54,222,462 47,781,827 
UCETEX CM Sue oredr eens pati see cca Sho wage sce Sun shoe! « 29,149,821 21,887,851 

414,050,906 354,519,664 
Accumulated depreciation (Note 1) ................... ar 146,407,091 116,036,678 
$267,643,815 $238,482,986 


4. Commitments 


Commitments on capital projects for ongoing mining operations include the following: 


Approximately $7,500,000 for underground mining equipment 
Approximately $9,300,000 for rolling stock 
Approximately $4,000,000 for other facilities 
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Cape Breton Development Corporation 


COAL DIVISION 


Notes to the Financial Statements 
March 31, 1984 


The cost of completing Phase II of the Donkin-Morien Project consisting of two tunnels, at 
present under construction, is expected to substantially exceed the approved funding of 
$55,000,000. The Corporation has requested approval for the additional funds required to 
complete the project. 


The Corporation will evaluate the viability of the project before commencing Phase III taking 
into consideration the quality of coal available and the problems of obtaining adequate 
financing for the substantial costs involved in the underground development of the mine. 


5. Contingent Gain 


The Corporation has under negotiation a claim against the contractor in connection with the 
construction of the Victoria Junction Coal Preparation facility. 


The claim being made by the Corporation has been rebutted by the other party involved and 
may become the subject of litigation. 


It is not possible, at this time, to determine the eventual outcome of this dispute or to 
quantify the amount, if any, which the Corporation may receive. For this reason, no amount 
in respect of this claim has been recorded in the books of the Corporation or reflected in these 
financial statements. 


6. Long Term Sales Agreement 


The Corporation has signed an agreement with the Nova Scotia Power Corporation which 
calls for the delivery of a substantial portion of the Corporation’s coal production to the 
Power Corporation. The agreement expires in the year 2011. 


7. Pensions 
An actuarial valuation of the Corporation’s Non-Contributory Pension Plan as at December 31 
1982 indicated an unfunded actuarial liability of $59,800,000. No provision for these 
liabilities was included in the accounts as at March 31, 1984. The minimum annua! amount 
required, for past and current service, including pension payments, will be approximately 


$9,400,000 in each year from 1984 to 1988 and $3,700,000 from 1989 and 1997. 


Current pension payments are approximately $8,300,000 and the balance will be funded by 
the Corporation in each year. 


’ 


8. Subsequent Event 


On April 5, 1984 a fire occurred at No. 26 Colliery, resulting in the sealing off of the mine. No 
estimates can be made at this time of the future viability of that operation or of the value of 
assets destroyed. 


Cape Breton Development Corporation 


INDUSTRIAL DEVELOPMENT DIVISION 


Consolidated Balance Sheet 


as at March 31, 1984 


Assets 


Current 


CAS eye rer een eee nee pe RT cath 


MVE MLO CSAUN GRE UZ Cl tna eemaraniee meer iter Poth Cl acs Hil 
Propaidvexmetasei ease may nice as ean a nl 


Loans and investments 


EVD Aaal (ING ROS AA oy Siaval Si) Is aes or ce stor een eae 


Other 


Deterroanenarccoma a memati gous ic ao Saas 


Liabilities 


Current 


PACCOMMESR WOO Lome RnR ante nO a Ava aiseite wacu, « 


Pomostenmnaen wrens mien Mayra ee Cammy ec yee a iG 


Equity 


quite INOte mt) sreariem renee ei mmmietan aten se nics oN 


Guarantees (Note 4) 


Commitments (Note 5) 


On Behalf of the Board 


70 : 
024 J) Director 


1 (Burpe Director 
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1984 1983 
$ 1,341,882 $ 811,723 
615,463 704,199 
15,298 24,719 
970,000 2,035,000 
824,401 915,420 
27,554 90,906 
3,794,598 4,581,967 
1,771,555 2,455,289 
22,563 4,563 
1,794,118 2,459 852 
15,653,726 15,264,779 
1,709 3,298 
$ 21,244,151 $ 22,309,896 
$ 770,454 $ 732,611 
26,599 26,830 
20,447,098 21,550,455 


$ 21,244,151 


$ 22,309,896 
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Cape Breton Development Corporation 


INDUSTRIAL DEVELOPMENT DIVISION 


Consolidated Statement of Equity 


As At March 31, 1984 


Equity at beginning of year): 25 Arcus < oe eee een ee a eee ee 


Payments during year from Government of Canada 
ay Wote 30: 30 (a)rand:30\(b) Noted) ieee teen eee eee 


Deduct: 
Net operating expenses) ania cr tena eee ee ee eee ee 


Equity at end of year 


$ 20,447,098 


1984 1983 
$ 21,550,455 $ 18,664,187 
10,770,000 11,105,000 
32,320,455 29,769,187 


$ 21,550,455 


Cape Breton Development Corporation 


INDUSTRIAL DEVELOPMENT DIVISION 


Consolidated Operating Statement 


For The Year Ended March 31, 1984 


1984 1983 
Development and operating expenses 
SPecial TeCOVELY DUOLeCTS Mat ahi i boys ck pab ecw: $ 3,430,000 
Incustaalkoperationsvandtassistance wns: sc eels s. 1,774,604 $ 2,280,295 * 
THOUS OOEKTOMS Cinvel GHW NISe Sake ee 5 Win Shee ean epaucbene ee een eS 1,535,886 1,301,130 * 
New business development assistance .................... 1,284,363 1,292 506 
Mianmertarnnin eopereiti Omura eunne ese an oe wus onan adie wie sels 1,133,647 IEE NS) 
Realvestarcroperatimaucosisen emir aclar a. Sa da saws ces 763,018 681,899 
Commnitiniivenlanmingrancdsproj] Cctsis ey panicle feta nie anehce : 747,729 606,216 
Brian monroe USMomoneratlonsy mu trim i Memes chills. csin slain: 244,170 228,332 
Scholarships and apprentice’ programs ..:.....).6.......5. 96,960 102,564 
oss onicismosateol fixeMasselsiiun nas he. ose ie sie ee ks 176,148 288,575 
11,186,525 7,952,570 
Administration expenses 
SEPETIOS’ bis SS Sn dhl gr hee Soe al alee ee 1,661,566 1,745,449 
Office andrimiscellamneous expenses! a. 5 ee a ct 482,715 680,397 
PPS MESSI) NYE) UI RETORY Gy Ls Seis ek ar ce al ROC a 92,297 L231: 
‘Wiremei inc? OPOANSSS 2 bec hia wc Ue ee I eae 139,949 123,009 


2,376,527 2,672,766 


We PVCclanlOngaie aUNOrtIZatiOll mee) sola cm. C2) helices sine eine yee oe 1,467,057 1,391,913 


Provision for unrecoverable loans and receivables ............... 1,085,607 387,841 


2,992,664 1,779,754 


ilictaltonerating-expensesior the years jue ele ails he 16,115,716 12,405,090 

Revenue 
Mout s Operas Man TEA ears cde oie AR bak ge aieoea et Hing oa 1,239,212 1,166,093 * 
ReAmeCStAte Ene Inia Sern EAI nian: ecto rrolel ans wi Ran LaPorte 1,124,689 1,031,381 
WUCHISELIAINODEL ATOMS tee in eras cote eos telesk d's eakee ea oes 803,252 925,647 * 
ae nes Ley aera ertinr ome retry on etonery cra uur (eu MOEA UA See 646,324 556,806 
WARING TAG IOPCTAIONS Magia ar ire. G eatins coriolis a sa iale (Mle mina 386,440 434,467 
PLUMALY IMistUr ODE TALONSt fc aqanrs tania iist ive werayn wee mie on 42,442 71,964 


4,242,359 4,186,358 


Net operating expenses $ 11,873,357 $ 8,218,732 


* Restated 
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Cape Breton Development Corporation 


INDUSTRIAL DEVELOPMENT DIVISION 


Consolidated Statement 


of Changes in Financial Position 
For the Year Ended March 31, 1984 


1984 1983 
Funds provided by 
Payment from Government of Canadas).2 7-0. 02 uae ee $ 10,770,000 $ 11,105,000 
Repayment.and reduction of loans\-)...)225 +10 eee 608,311 524 363 
Proceeds: on'sale/of fixed assets). a. + osten = oe ee 168,907 334,784 
11,547,218 11,964,147 
Funds used for 
Net operating expenses <0 020 v77. pean eee ene 11,873,357 8,218,732 
Less: Items not requiring an outlay of funds 
Depreciation and amortization... «22 ap eee 1,467,057 L39F 913 
- Provision for doubtful loans and investments ......... 735,985 387,841 
- Forgiveable portion of loans transferred to grants ..... 82,886 42,374) 
- Loss onsale‘offixediassetsia i a. ce eee eee 176,148 288,575 
- ‘Reductioniinideferred charges... canes aon eee 1,589 14,504 
4s WOssion writes Ort sohanvestiment Siete genes a eaten teaser ieaeaae 122,907 
9,409,692 6,055,366 
Loans 743,449 654,922 
Purchase of fixed assets 
~~ Rentalstacilitiesicy sory ce aie aie a an eer ee 89 661 L277 577 
~ Tourist: facilities. 2520) Gate Nie Nea vai ones vie anne 1,105,953 545,005 
> Primarycindustryitacilitiesicy 1a oe ere ee 324,681 888,065 
«Secondary industry facthties innniec ett a eee 680,763 1,845,109 
Purchase: of tnvestments: cs wines mine a ee enters ale eee a 18,000 494 
Decrease in long -termdebts 7004 eae ea es an 231 Vana, 
12,372,430 10,118,817 
Increase (Decrease) in working capital’ 22 ( 825,212) 1,845,330 
Working capital atibéginning of year.4) eee 3,849 356 2,004,026 


Working capital at end of year 


$ 3,024,144 $ 3,849,356 


Cape Breton Development Corporation 


INDUSTRIAL DEVELOPMENT DIVISION 


Notes to the Consolidated Financial Statements 


March 31, 1984 


1. General Policy 


The objects of the Industrial Development Division are to promote and assist the financing 
and development of industry to provide employment on the Island of Cape Breton. In 
accomplishing these aims, the Corporation makes loans and investments, the amounts of 
which are often in excess of those which would be available through normal commercial 
sources. The Corporation also makes grants to assist enterprises which are considered likely 


to make a substantial improvement to the development of Cape Breton Island. 


The Industrial Development Division is financed by way of Vote of the Parliament of Canada. 
Parliament voted $10,770,000 for this purpose during the fiscal year ended March 31, 1984. 


2. Significant Accounting Policies 


a) Basis of Consolidation 


The financial statements of the Industrial Development Division include the results of 
the Division and all its subsidiaries as explained below. The subsidiaries are as 


follows: 
Corporation 
Interest 

Darr (Cape Breton) Limited 

(Real Estate) 100% 
Cape Breton Marine Farming Limited 

(Fish and Oyster Farming) 100% 
Whale Cove Summer Village Limited 

(Tourist Accommodations) 62.5% 
Dundee Estates Limited 

(Tourist Accommodations) 100% 
Cape Breton Woolen Mills Limited 

(Carding and Spinning) 53.3% 


Company 
Year End 


December 31 
March 31 
March 31 
March 31 


March 31 


As the financial statements of Whale Cove Summer Village Limited and Cape Breton Woolen 
Mills Limited showed deficit equity positions as at March 31, 1984, and the minority interest 
in losses to date have been absorbed against the total of the minority invested capital, the 
losses of these companies for the respective years are included in the consolidated net loss. 
As aconsequence, no minority interest is shown in the balance sheet for these subsidiaries. 


b) Fixed Assets 


Fixed assets are recorded at cost. The cost and related depreciation of items retired or 
disposed of are removed from the books and any gains or losses are included in the 


rape) 
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INDUSTRIAL DEVELOPMENT DIVISION 


Notes to the Consolidated Financial Statements 
March 31, 1984 


consolidated operating statement. Depreciation is provided on the straight-line method 
using rates based on the estimated useful lives of the assets generally as follows: 


Buildings Up to 20 years 
Equipment 4 to 10 years 
Vehicles 3 to 4 years 


c) Accounting Policy - Certain Subsidiaries 
The statements of Dundee Estates Limited and of Cape Breton Marine Farming Limited 
both include notes indicating that their statements have been prepared on the 
assumption that the companies can continue to operate as going concerns, which 
assumption depends on the continued financial support of Cape Breton Development 
Corporation. 


d) Inventories 


Inventories are valued at the lower of cost and net realizable value, with cost determined 
on afirst in, first out basis. 


3. Fixed Assets 1984 1983 
Rental facilities oo ieee iy rep tremely ah coe tele pte areeneit etDrts $ 6,021,589 $ 6,109,387 
Tourist factlitios yee ye ig ei ct to iia ep ie eley uirtaoea en te eRe Sea 8,301,117 7.547,351 
Primary industry facilitiesiz <i) 27 jy specs eee ateleeeyaaa 3,291,509 3, L/ 01009 
Secondary industry facilitieso 05.) sees eee ie 6,540,194 6,012,431 


24,154,409 22,839,464 
Less: Accumulated depreciation 8,500,683 7,574,685 


$ 15,653,726  $ 15,264,779 


The four categories of fixed assets shown above each include land, buildings and equipment. 
4. Guarantees 


During the 1976 year, the Corporation guaranteed the repayment by Sydney Steel 
Corporation of that company’s $70,000,000 - 11 1/4% Series D Debentures and the 
repayment of interest thereon. These funds were borrowed by Sydney Steel Corporation for 
the purpose of financing its plant rehabilitation program. The balance of the outstanding 
debentures has since been reduced to $49,560,000. 


The Corporation in 1971 guaranteed the repayment of bank advances to Stora Kopparbergs 
Bergslags Aktiebolag. This guarantee originally amounted to $30,000,000. The balance of 
advances has since been reduced to $12,300,000 of which $2,000,000 is in U.S. dollars. 


The Corporation made the guarantees for and on behalf of Her Majesty the Queen in right of 
Canada; therefore, any amounts required to be paid shall be paid out of the Consolidated 
Revenue Fund of Canada and not out of funds of Cape Breton Development Corporation. 

5. Commitments 


As at March 31, 1984, the Industrial Development Division of the Corporation was committed 


to expenditures and loans totalling approximately $2,400,000 over and above the amounts 
included in the financial statements at that time. 
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CAPE BRETON DEVELOPMENT CORPORATION 
REPORT AND EINANGIAR STATEMENTS 
MARGE eSii1935 


May 7, 1985 


Honourable Sinclair Stevens 

Minister of Regional Industrial Expansion 
House of Commons 

Ottawa, Ontario 


Dear Sir: 


On behalf of the Board of Directors and as 
required by Section 33 of the Cape Breton 
Development Corporation Act, | have the 
honour to transmit herewith, for submission to 
Parliament, the report of the Cape Breton 
Development Corporation. 


The fiscal year 1984-85 involved significant struc- 
tural adjustment within the Corporation. By year 
end the benefits of that adjustment and the im- 
proved effectiveness of all levels of management 
were shown by demonstrable results. This, in ad- 
dition to a new sales contract with the Nova 
Scotia Power Corporation, and the closure of 
Number 26 Colliery, resulted in an operating 
profit on mining operations. 


The Industrial Development Division continued to 
support the agricultural, fishery, tourism and 
manufacturing sectors of the Island economy 
while a new five year plan of development is be- 
ing prepared. 


In all levels of activity, and as a result of a 
reorganization which has decentralized authority 
and defined responsibilities, a new momentum 
has been gained. This momentum has not only 
produced considerably improved operating results 
this year, but augurs well for the years ahead. 
Yours truly, shame 


Chairman 
and Acting President 


COMPARATIVE HIGHLIGHTS 


Year Ended March 31 1985 1984 CHANGE 
$000 $000 

Revenue 159,860 130. 108 + 20,665 

Earnings (loss) From Operations 9,790 (49,623) + 59,413 

Net Earnings (loss) (10,033) (49,623) + 39,590 


FINANCIAL HIGHLIGHTS 


Operating revenue for the Corporation for the 
fiscal year was $159,860,000 an increase of 
14.9% over the previous year. The Corporation 
recorded a net loss of $10,033,000 in the 
reporting year as a result of the closure costs of 
Number 26 Colliery. 


COAL DIVISION 


MINING OPERATIONS 


Total tonnes of saleable coal produced decreased 
during the year due to the closure of Number 26 
Colliery. 2,410,259 tonnes were mined com- 
pared with 2,800,369 tonnes in 1983/84. 


Production efficiencies were considerably improv- 
ed. During the first quarter the output per man- 
shift was 6.3 tonnes, equalling that of the 
previous year in which the Corporation sustained 
major operating losses. In the second quarter 
organizational changes started to improve output 
per manshift to 6.7. By the third quarter the im- 
provements were gaining momentum and at the 
year end the output per manshift had so improv- 
ed that the average for the total year of 7.1 ton- 
nes per manshift was the greatest in the Cor- 
poration’s history. 


Lingan Colliery, during the first quarter of the 
year, operated two longwalls. This increased to 
three longwalls after the first quarter. The in- 
troduction of chainless shearer haulage on the 
wall faces removed a significant safety hazard 
and improved production, while a greater em- 
phasis on production and greater attention to 
maintenance not only resulted in more consistent 
daily production but fewer major breakdowns 
were experienced. Consequently, the 1,359,915 
tonnes of coal mined was more than 50,000 ton- 
nes in excess of forecast. The first methane ex- 
traction plant in Canada - a plant which exhausts 
on surface the methane gas released in mining - 
was built during the year at the Lingan Harbour 
Colliery. 


The Prince Colliery also exceeded its budgeted 
production by 78,000 tonnes for the year and, 
for the first time in its history, produced more 
than a million tonnes of coal - this from one 
retreating longwall. 


Production from both mines increased from 
2,085,781 tonnes in fiscal 1983/84 to 
2,398,522 tonnes in the reporting year. 


On April 5, 1984, a major fire at Number 26 
Colliery necessitated the permanent sealing of 
the mine. Feasibility studies were conducted dur- 
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1980/81 
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ing the year into the possibility of reopening the 
7 Deep section of the old 1-B Colliery in the 
Phalen Seam, which had not been worked since 
1947. As part of this study concerned the road- 
way leading to the 7 Deep, cleaning was under- 
taken on this roadway and the intake airway for 
the 1-B Colliery. All work at 1-B has now been 
terminated. 


While the accident frequency at the mines and 

on the surface remains unacceptably high, there 
was, nevertheless, a reduction of approximately 
17 percent in the occurance of those accidents 

which result in lost time. 


The frequency rate of accidents (the number of 
accidents per million of employee hours) at the 
Lingan Harbour Colliery, which had peaked on a 
monthly basis at 525 in June had, by the end of 
the calendar year, dropped to 224. Similarly at 
Prince Colliery, the accident rate at year end was 
almost half what it had been at the beginning of 
the year. It is believed that this substantial im- 
provement in safety is partly a consequence of 
the continued training and upgrading of skills at 
our new training centre and partly as a conse- 
quence of the steady introduction of new safety 
features. The corporate reorganization, which has 
decentralized previously centralized authority and 
increased the authority and responsibility levels of 
junior grades of management, was also influential 
in improving the safety performance. 


Particulary gratifying was the winning, by the 
Donkin-Morien Development Project, of the 
John T. Ryan Canada Award for the lowest acci- 
dent frequency for a coal mine in Canada in 
1984. 


NEW DEVELOPMENTS 


The Corporation was pleased at the progress 
made during the latter part of the year at the 
Donkin-Morien Development Project. The 
Number Two tunnel driveage reached the coal 
seam on schedule. Access to 64 percent of the 
Corporation’s resources - 1.5 billion tonnes of 
coal - has now been achieved. 


Tunnel driveage costs were substantially reduced 
during the course of the program. In the quarter 
prior to driveage completion, the cost of a metre 
of driveage had been reduced by a thousand 
dollars over that achieved previously and the 
project was completed for $8 million less than 
budgeted - savings which were made entirely in 
the current year. 


In addition, the results of an analysis of the 
2,700 tonnes of coal mined were particularly en- 
couraging. This sampling indicated that by selec- 
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tive mining - leaving part of the coal seam as 
floor and roof and mining 70 percent of the 3.4 
metre seam - the sulphur level could be reduced 
to about 1%. This option, which would eliminate 
the need for washing the coal, is being con- 
sidered as one of the possible methods of mine 
exploitation. 


Approval for the Lingan-Phalen project was 
granted in May, 1984, and work began on re- 
establishing the surface facilities and pumping out 
the previously completed excavations for the 
Number 2 and 3 slope portals. The construction 
of these portals was completed by November 
and the excavation for the Number 4 slope por- 
tal was completed in February. Slope driveage 
on both Slopes 2 and 3 to Number 4 slope had 
been advanced far enough to allow the installa- 
tion of a third roadheading machine. Concurrent- 
ly, construction work on the surface facilities had 
also made steady progress. 


The Prince Mine construction project was com- 
pleted on time and on budget. 


Carbogel testing continued during the year with 
fuel shipped to other parts of Canada, and to 
Japan, Sweden, England, Finland and the 
U.S.A. for testing. 


The Chatham Generating Station of the New 
Brunswick Electric Power Commission purchased 
5,000 tonnes of Carbogel for their project which 
was completed in December, 1984. Test results 
were encouraging, and a project for Prince Ed- 
ward Island is being prepared. 


The Scotia Coal Synfuels program, a consortium 
of Gulf Oil Ltd.; Petro Canada; Nova, an Alber- 
ta Corporation; Nova Scotia Resources Ltd.; and 
Allistair Gillespie and Associates has continued 
research into ways of increasing the yield of oil 
from Cape Breton coal. The consortium is also 
examining the potential of other technologies. 


Una Clea Gly ERES 


As a result of the fire at Number 26 Colliery and 
the ending of the supply of metallurgical grade 
coal from that mine, shipments from the pier, 
traffic on the railways and through-put at the 
Coal Preparation Plant were reduced. 


The International Pier was closed in July, 1984, 
but by year end, in anticipation of new 
shipments, preparations were being made for its 
reopening. 


Although overall rail traffic was reduced during 
the year, there was increased traffic to and from 
Sydney Mines because the Nova Scotia Power 
Corporation cooperated in temporarily increasing 
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their acceptance of Prince Mine coal to clear up 
the existing inventory prior to switching to a 
blended product. 


The decision has been made to use truck 
haulage to transport the coal from Prince Mine to 
the Victoria Junction Coal Preparation Plant in 
1985, thereby increasing blending capabilities at 
the new Victoria Junction laydown area. 


As a result of processing nearly two million ton- 
nes of coal at the Victoria Junction Coal 
Preparation Plant - most of it from the Lingan 
Harbour Colliery - 367,000 tonnes of 
metallurgical coal was produced, enabling the 
Corporation to once again consider offshore 
sales. In addition, a new coal stockpiling and 
blending area, environmentally safe and far more 
efficient than the old, was completed and will 
allow the storage of a million tonnes of coal. 


Total sales for the year amounted to 2,537,000 
tonnes compared with 2,724,000 the previous 
year. Export shipments, which had been con- 
tracted for close to a million tonnes, were reduc- 
ed to 324,000 tonnes. 


Sales to the Nova Scotia Power Corporation in- 
creased by 553,467 tonnes due to the addition 
of a new 150 MW unit at the Lingan Station, 
and it is anticipated that a decision will be made 
early in the new year regarding coal supplies for 
additional power corporation units. 


Coal recovery by Selminco continued from the 
waste dumps in Sydney Mines and New Water- 
ford. Production from these two plants was 
110,624 tonnes and was sold to cement plants 
and the Nova Scotia Power Corporation. 


As a result of increased production at Lingan 
and Prince, during the last quarter of the fiscal 
year it is estimated that there will be approaching 
400,000 tonnes of metallurgical coal available for 
a long term export customer in 1985. It is an- 
ticipated that close to 200,000 tonnes of steam 
coal will also be available for export. 


During the year a tentative agreement was reach- 
ed with the largest bargaining unit within the 
Corporation, District 26, United Mine Workers of 
America. However, a ratification vote by the 
membership rejected the proposed Memorandum 
of Agreement and at year end conciliation ser- 
vices had been applied for by the Corporation 
and the Union. 


REORGANIZATION 
VND) IOP RUIR es (OOM AGO) 


Constantly escalating financial losses in the Coal 
Division, culminating in a loss approaching $50 
million in 1983/84, made imperative a fun- 
damental reorganization of the Corporation. 
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Consequently, and with the assistance of a team 
of management consultants, a restructuring was 
organized and implemented throughout the year. 


By year end a new corporate structure, which 
reflects the Corporation’s need to improve its 
financial position, establish the accountability of 
its managers, increase productivity and restore 
confidence among employees, public and 
government, was in position. 


Emphasizing accountability, control through 
financial management and more clearly defined 
responsibilities, the new organization is 
characterized by greater decentralization and 
more autonomy at the operational level. 


Under the new organization the Board of Direc- 
tors will, among its duties, evaluate the quality of 
corporate planning and performance, and pro- 
vide specialist advice. 


The Chairman will provide leadership for the 
Board, develop and maintain sound corporate 
relations with government and community, and 
provide executive leadership for the Industrial 
Development Division. 


The President is the Chief Executive Officer and 
is accountable to the Board and through the 
Chairman to the Minister for the Coal Division’s 
operating and financial performance. 


Over the last six months of the fiscal year a 
dramatic improvement in the operating and 
financial performance had been achieved, which 
demonstrated the ability of the Cape Breton coal 
industry to achieve its goal of attaining economic 
viability. 

The Corporation will focus its marketing 
strategies on supplying the Nova Scotia Power 
Corporation with the quality and quantity of coal 
it requires, while aggressively developing new 
domestic markets with Atlantic Canadian utilities 
and selling surplus coal to traditional international 
clients. 


Since environmental concerns make high sulphur 
coal a less attractive commodity, exploring new 
coal technology such as coal-water fuels and li- 
quifaction technology, is an opportunity for the 
industry’s growth. 


As it is essential that labour relations, long in a 
state of turmoil, be greatly improved this area 
will be a major concern of the senior 
management. 


The operating and financial results for the fiscal 
year indicate that a positive trend has been 
established by the Corporation and this bodes 
well for continuing progress and viability. 


INDUSTRIAL DEVELOPMENT 


The 1984/85 fiscal year was one of reassess- 
ment of the Industrial Development Division’s 
operating policies and objectives. A thorough 
review was conducted of all existing programs 
and investments. All facets of the Corporation’s 
own companies were examined as well. 


In conjunction with this internal review, the Divi- 
sion conducted a public debate, using the forum 
of open meetings, to obtain input into the pro- 
grams deemed necessary by the private sector to 
stimulate economic growth. 


All of these activities have led to a change in 

the operating policies and focus of the Division. 
Because the Division has altered its focus to con- 
centrate on private sector efforts, divestiture of 
marine farming assets, Cape Breton Woolen Mills 
Limited, and Inverness Beach Village to private 
entrepreneurs was completed or in process at 
year end. Capital spending on remaining 
Divisional holdings was curtailed. 


This was replaced, however, by increased spen- 
ding on other private sector interests. Fisheries 
and marine related projects, as well as communi- 
ty development activities took up a large seg- 
ment of budgetary allocations. Spending on 
resource based industries paralleled the previous 
year level. A major effort was also mounted in 
summer student employment which saw 326 
students employed under our Career Enrichment 
Program. 


Efforts were also made to improve administrative 
costs and collection practices. The result was a 
reduction in total administration costs and at the 
same time an increase in collections by 60% 
over previous year levels. 


The positive improvements throughout the year 
have also led to a change in community attitude 
towards the Division. More projects appear to be 
coming forward and community support for the 
Division’s efforts appears to be strong. 


Early in the new fiscal year a Five Year Plan for 
the Division will be released. This plan will be 
based on input received during the public 
meetings which have been held as well as on the 
Division’s perception of sectorial needs. This ap- 
proach of working with the community towards 
improvements in the economic situation will have 
a profound effect on the impact which the Divi- 
sion is able to have on the economy. 


FINANCIAL REVIEW 


During the first week of April, 1984, a disastrous 
fire in No. 26 Colliery led to its closure and its 

ultimate sealing. The cost of this, both during the 
past year and in ensuing years, is classified as an 
extraordinary item for the year ending March 31, 


1985. 


The net mining loss, excluding depreciation, 
which was $49.6 million in the year ended 
March 31, 1984, turned around completely to a 
net mining profit of approximately $9.8 million, 
before profit sharing and the inclusion of the ex- 
traordinary item. 


The reversal of results was due to an increased 
level of production particularly during the 
January/March quarter of 1985 from the two 
existing mines, together with a new pricing ar- 
rangement with our major customer, which took 
effect on April 1, 1984. 


After providing for depreciation, the operating 
results moved from a loss for the year ended 
March 31, 1984, of $66.9 million to an almost 
break-even position in the year ended March 31, 
1935: 


It is anticipated that levels of output achieved 
during the last six months can, together with cost 
reductions, be maintained in the year ending 


March 31, 1986. 
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THREE YEARS IN REVIEW 


Year Ended March 31 


1985 1984 1983 

$000 $000 $000 
RREVE TUL sry mvae Coys ear eieactee Mecrs A EN cesta teense Bowe ay eh? 159,860 139,195 170,061 
RO TSCLATING OC OSISE Ne siege icarh te ee ane mr ae 161,443 206,096 221,048 
Earnings (loss) From Continuing Operations ...... (1,583) (66,901) (50,987) 
RC TISIOMS | (CIC sees tee ds Bede pron aa Rats eae eens (19,553) (15,291) (19,116) 
Depreciation Included in Operating Costs .......... 30,926 32,569 23,584 
Net Earnings (loss) Before Extraordinary 9,790 (49,623) (46,519) 

IRS O ae a, A i Re abe OR i arth ae OC eh eae nee 
EPEGUPOMAL IG Ae Re eee) eins an oR ee ec eey Gord (979) 
ESMACICIIATY. LLCIIS Aegis scae ete vaiyengaeaeuely enone (18,844) 
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Oitput-rer-Manshiftt WAll Mines 2. a2. .Peaceee tooo 7.1 5S 4.5 
Cosimom Ww onxerse Compensatlonmen ten eieetrn er 11,771,000 14,356,000 13,085,000 
(including Automatic Assumption) 
CALENDAR YEARS 

1984 1983 1982 
Total Accidents Resulting In Lost Time ............. 1,237 2,004 2,154 
Working Days Lost From Accidents ................. 40,175 70,748 ieee e! 
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AUDITORS REPORT 


To the Honourable 

The Minister of Regional and 
Industrial Expansion 

Ottawa, Ontario 


We have examined the balance sheet and the statement of equity of the 
Coal Division and of the Industrial Development Division of the Cape 
Breton Development Corporation as at March 31, 1985, and the related 
income and operating statements and the statements of changes in finan- 
cial position for the year then ended. Our examination was made in ac- 
cordance with generally accepted auditing standards, and accordingly in- 
cluded such tests and other procedures as we considered necessary in the 
circumstances. 


The financial statements of the Industrial Development Division and of its 
subsidiaries have been presented on a consolidated basis. As required by 
the provisions of the Cape Breton. Development Corporation Act, the 
financial statements of the Coal Division and of the Industrial Develop- 
ment Division are being presented separately. 


In our opinion, these financial statements present fairly the financial posi- 
tion of the Coal Division and of the Industrial Development Division of 
the Cape Breton Development Corporation as at March 31, 1985, and 
results of their operations and the changes in their financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that have 
come to our notice during our examination of the financial statements 
have, in all significant respects, been in accordance with the Financial Ad- 
ministration Act and its regulations, and the Cape Breton Development 
Corporation Act and the by-laws of the Corporation. 


Sydney, Nova Scotia eee Rows Se Co 
May 21, 1985 Chartered Accountants 
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Cape Breton Development Corporation 


Coal Division 


(Established by the Cape Breton Development Corporation Act) 


Balance Sheet 


as at March 31 


Current 
Cash 


Accounts receivable (Note 2) 


Assets 


Inventories, at the lower of cost and net 


realizable value 


Coalaeee he. hone tee 


Operating materials: and ‘supplies 465 3) oe 


Prepaidsexpensesmess nase wee 


Deferred developmenticosts (Note 1(d])\ chanee. carck ieee ens 


EixecelIN@tessonan clin) mane 


Current 


Accounts payable - trade .... 


Accrued: wages and vacation; payin... hia eee eee 


Accrued: charges ce 
Employees’ deductions ....... 


Advances - 


Equitvrot Canada. pm ean 
Per statement attached ....... 


Commitments (Note 4) 
On behalf of the Board 


Se 
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Goverment ots Canadalmeeeee eee er eee nen 


Director 


Dig ates ae Director 


1985 


1984 


$ 7,130,333 
21,812,315 


38,089,217 
11,875,851 


131,367 


79,039,083 
612,279 


297,412,649 


$377,064,011 


D0, Zoe 25O 
165435, 019 


33,685,093 
14,090,809 


136,066 


71,070,573 


267,643,815 


$ 13,559,037 


$338,714,388 


$ 14,736,544 


13,343,949 12,613,194 
16,420,600 9,980,000 
4,853,461 4,340,476 
13,442,244 11,368,288 
61,619,291 53,038,502 
315,444,720 285,675,886 
$377,064,011 $338,714,388 


Cape Breton Development Corporation 


Coal Division 


Statement of Equity 


as at March 31 


Balancesatsbedinninggoigy ature re trae tree enn re cee ease tase. 


Add: Payments by Canada in respect of 
imiring losses + Wow Sy (Nie I[lell)) ..cocssossoundocrosscnaoneoese 


Payments by Canada in respect of capital 
expenditures - Vote 40, 40b (Note 1 [a]) ....................... 


BC CMGt MMVIII IO OSS GIR ae tae ca ier, disney oro Sion eles Resse ve alonginierds 
Depreciationnoimixeds asseism INOtew! (cl) eesuetea eee: 


Write-off of fixed assets as a result 
OIINOne- OnG@ollicnyaclosure (NOTE 27} ss.cs- eo Soca ao be sone 


Balancematme nao ia: Calsmet renee cree acres cake sian fe eee tant! 


1985 1984 
$285,675,886 $268,444, 138 
10,032,963 So0co,270 
86,924,793 16,098,442 
382,633,642 367,867,850 
10,032,963 49,622,754 
30,926,059 32,009,210 
26,229,900 
67,188,922 82,191,964 
$315,444,720 $285,675,886 
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Cape Breton Development Corporation 


Coal Division 


Statement of Income 
For the year ended March 31 


1985 1984 
Revenue 
Coal tsales ite Bing. hopes oe ae eh aa tee ae ee ere $165,120,674 $144,317,578 
Less External sellmgvexpense mina, bere ree eee __ 8,365,150 Se OULOF 
156,755,524 136,616,471 
Outside railway revenuen fe nie. cata: fee ocean cea rata ___ 3,104,860 2018, 0U8 
Operating revenue). i aie en oe eee en Re ee 159,860,384 139,194,982 
Operating expenses 
Wages and’ salarigs aruse.<h-c0 2s pene Nesconset ane se eae 65,472,558 91,476,184 
Holidays*and Wacationss:, ccs. somee ee ena eee ene re 8,211,534 12,588,000 
Workers’ Compensation meeenocntn cade te ae a eee 8,087,680 14,356,000 
Suv har gesinis ics ne eee eG oe eae ee eae ere TER Ce a ee 7,398,924 9,344,484 
Materials “andcsuppliesims. 0: ieee ieee ee eee 16,366,821 222072328 
Repair-materials icc. at. coes aaccaamtincs bate oes ore ames 7,984,430 WZWASONS 
Electric power. «23.ry cee eo eee Soe Re ne en ee 4,755,970 7,336,384 
GrantstinslietitOfttaxres any tenant eres en ee ale nee 2,562,694 3,012,188 
Royalties? i) 0 cn ek oh fe Ot oag tReet he ee eee 664,085 770,798 
Hiredheavy. equipiment) teen .cmt ey cae caine ts Mercere meen maee 3,722,823 3,561,618 
Othermexpenses:- Bak eos ee ee eee 3,788,035 3,325,426 
Ptitchased'cOalact ai) oa eteece cure ee ce a Ieee ae ee ene ee 5,923,298 5,689,791 
DepreGiatio iy: saa 2k.c.rss aoe re eee ale era ee ae ar ee ee 30,926,059 BZ DOOFZO 
(increase).nin coal: inventory susie ae ceieon ee eee (4,421,650) (4Z, 167,132) 
Total-operating: expenses): 7.42.). Gta te eee eee ee ee 161,443,261 206,095,892 
Excess operating expenses over operating revenue ................... 1,582,877 66,900,910 
PensiGnis thie SS Betas ec aes en eee ey Oe Ce al rae ed 13,090,238 PR O56.00) 
Pre-retirementleave n345.):. 0.0 sok cone eee 3,961,831 4 338,827 
Wihosdcsrs (Connooncetiiom (INOW INTO!) oo cccnoscoscaiccocdsecnacenodocasasac 3,683,000 - 
Interestrandothercincome = .e:asan. areca nee oer eee ee (1,181,948) (1,004,450) 
(21,135,998) (82,191,964) 
Deduct: Depreciation not deductible in 
determining mining losses (Note l[c]) ..................0.000. 30,926,059 BINS) 0 
Net mining profit (losses) before employee 
profit-sharing end extraordinary items eee 9,790,061 (49,622,754) 
Employee profitsharing 2. ere oer dei tae ae ee 979,000 - 
Net mining profit (losses) before extraordinary 
ILCTTNS. Soe, ee eet he PA pts Soro ee CO cnet 8,811,061 (49 622,754) 
Extraordinary tems: (Note. 7). << cae nee nee 18,844,024 - 
Net. mining lossessfor-the yeatiee: =. oss, een nei eee ee $(10,032,963) $(49,622,754) 
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Cape Breton Development Corporation 


Coal Division 


Statement of Changes in Financial Position 
For The Year Ended March 31 


Funds provided from 


Payments by Canada 


- in respect of mining losses 


WoteaS Sm (ING Lem lial) Remar name ee nert, ccc date oor 2 Cu eh ho 


- in respect of capital expenditures 
Vea BO AOloy Nic Illa) sb andac oan oosacbsoesddosdennosanoeos eons 


Pieceedsnirommdisposali of tixed assets 9)..g i inucetucntoneu cedex: 


Funds used for 


Net mining losses 


Detemedecevelommentkcostsme: mene yiticen ch. ites, ka wdualisee 


JEXOSMCMMUNES OM WROC) QEHBS oooas0sscossrovsoanpoansensn sooseseooansor 


IDCELC ASC wiNwW OL KIMORCAD ILA letra ceew nnn merece: ok ehtt ee awasiosaeteeien 


WiOTrkinGucapitalcaibeGinmnGEOUy ec Tether ene Een cetera ner 


Wosksine; Caroll Git Ginel Che WEEE .n..n dau sie coenn goed soodene soosnsasus secedane 


1985 


1984 


$ 10,032,963 


> 83,325,270 


86,924,793 16,098,442 
359,134 209,336 

97,316,890 99,633,048 

10,032,963 49,622,754 
612,279 

87,283,927 GIFI39°375 

97,929,169 LIAS O 29129 
612,279 11929031 

18,032,071 Z9 POINT SZ 


$ 17,419,792 


$18,032,071 
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Cape Breton Development Corporation 


Coal Division 


Notes To The Financial Statements 
March 31, 1985 


Ee 


2 


oe 
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Significant Accounting Policies 


a) Financing 


The Corporation is financed by way of votes of the Parliament of Canada. These votes are for the 


purpose of funding mining losses and to finance capital projects. 


b) Inventories 
Inventories are valued at the lower of cost and net realizable value. 


c) Fixed Assets 


Fixed assets are valued at cost. The Corporation has provided depreciation on its fixed assets based 
on their estimated useful lives. The Treasury Board of Canada has indicated that depreciation 
should not be provided in determining mining losses for Parliamentary appropriation. Accordingly, 


the depreciation provision has been eliminated in arriving at this amount. 


d) Deferred.Development Costs 


The Corporation has embarked upon certain development projects which will be recognized as 
operating expenses in the periods in which coal production, resulting from the projects, commences. 


e) Workers’ Compensation 


Cape Breton Development Corporation is in a single pool with respect to the Nova Scotia Workers’ 
plan. Prior to the fire in No. 26 Colliery, the expense for Workers’ Compensation was allocated 
to the overhead of each operating unit on a formula basis. The Corporation has decided to continue 
this accounting treatment with the exception of the expense that would have been absorbed by 
No. 26 Colliery. This item is shown separately on the Statement of Income as a non-operational 


expense. 
Accounts Receivable | 1985 1984 
Gh fol Naa ie ne en RE Arent, FAR SER SED eae ak norte de $ 20,094,723 $16:3977313 
Other’ -"claim receivable: 4.35 4..6:- ene ee 1,625,000 - 
Employees. ic eas wer irate aetcer ae ee eae a 142,592 101,747 
21,862,315 16,499,060 
Less: Allowance tor. doubtful accounts me cn ae 50,000 63,741 
$ 21,812,315 $ 16,435,319 
Fixed Assets 1985 1984 
inganglrarboureMine eee een eee e en en een $115,086,963 $100,860 ,448 
No.626s Mitte? 22) sain rae tt cago tee ee ey ee - 63,147,916 
Piinees Mine: iasisaici ds oaddsnes &hdee ok oon U tae eee eee 83,164,693 PINS, WES 
Donkine=s Morieny Mine ws seems = ape ee eee eee ern 64,429,327 49 497,170 
LinganzPhalensMiner cans se ose a ene meen te eee 15,723,359 - 
CoaléPreparation: Plant. ti ee ee ee 54,004,882 45,659,934 
DevcorRailwayes cx. ik See thruh acct ae tae see Ales ae 66,631,294 54,222,462 
Other tixedsassetis: . sequen acre ee eee 35,604,073 29,149,821 
434,644,591 414,050,906 
Accumulated¢depreciation. (Note 1)ie esa eee 137,231,942 146,407,091 
$297,412,649 $267,643 ,815 


4. Commitments 


a) 


b) 


Commitments on capital projects for ongoing mining operations include the following: 


Approximately $850,000 for underground mining equipment 
Approximately $4,000,000 for other facilities 


In May, 1984, the Government of Canada committed to the development of the Lingan - Phalen Mine. 
The total development costs are anticipated at approximately $183,600,000 with $71,000,000 approved 
for the 1985/86 fiscal year. 


During the year, the Corporation completed the redefined Phase II (completion of the first tunnel) 
of the Donkin - Morien Project for less than the approved capital funding limits of the Government 
of Canada. 


The Corporation anticipates approval to appropriate $16,000,000 of the Corporation’s 1985/86 
capital budget to complete a second tunnel. Upon completion of this tunnel, the Corporation will 
evaluate the viability of the overall project before proceeding further, taking into consideration the 
economic, commercial and strategic considerations with regards to the substantial costs involved in the 
underground development of the mine. 


The Corporation leases the General Mining Building, which houses the offices of the Coal Division. 
The lease is for a 20-year period, commencing June, 1984, with lease payments of approximately 
$1,300,000 per annum, at a current interest rate of 12.5%. The annual lease payments fluctuate 
with changes in the lessor’s mortgage interest rates. 


5. Long-Term Sales Agreement 


The Corporation has signed an agreement with the Nova Scotia Power Corporation which calls for the 
delivery of a substantial portion of the Corporation’s coal production to the Power Corporation. The 
agreement expires in the year 2011. 


6. Pensions 


An actuarial valuation of the Corporation’s Non-Contributory Pension Plan as at December 31, 1982 
indicated an unfunded actuarial liability of $59,800,000. No provision for these liabilities was included 
in the accounts as at March 31, 1985. The minimum annual amount required, for past and current 
service, including pension payments, will be approximately $9,400,000 in each year from 1985 to 1988 
and $3,700,000 from 1989 to 1997. 


Current pension payments are approximately $9,100,000 and the balance will be funded by the 
Corporation in each year. 


7. Extraordinary Items 


The extraordinary items consist of losses as the result of a fire at No. 26 Colliery, Glace Bay, N.S., and 
a gain resulting from the settlement of a claim against a contractor in connection with the construction 
of the Victoria Junction Coal Preparation facilities. Included in the losses are the costs incurred 
relating to the proposed reconstruction of 1B Colliery which commenced due to the closure of No. 26 
Colliery. Subsequent to March 31, 1985, it has been determined that the 1B Colliery project is not 


economically feasible and has been discontinued. 


These extraordinary items are as follows: 
Loss as a result of closure of No. 26 Colliery 


Write-off of fixed assets, including surface assets and capital 


Once saat ise OO Ol Um ren rent Aatiek cneh ae ate chats vemos $ 26,229,900 

Waren usScHinVenmloryaimad es OOSOI1C terse cna si pate. cavegs Sul ssen cade eeresiensadanenwne 2,191,000 

Expenditures to control fire, seal mine and other expenses ................. 13,765,024 

Emploveesbenents payable under “union Contract ci. ic. ieee cneeenetn ens mee 4,513,000 

Tea yeeil “LODE: sche. Serosh tase dactere. tee bid: SRE oe eee $ 46,698,924 
Deduct: Write-off of fixed assets not 

deductible in determining mining losses ................00.0000c0eeeee ees 26,229,900 

20,469 024 


Gain on the settlement of claim against contractor 
The claim against the contractor in connection with 
the construction of the Victoria Junction Coal 
Picpatatometaciliivenac: been tialiZed mracauge.csc.c.uawa- sede. neon: 1,625,000 


$ 18,844,024 
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8. Income Taxes 
The Corporation is eligible for a refund of 20% of the investment tax credits in respect of qualified 
expenditures incurred and qualifying assets purchased after April 19, 1983. The Corporation estimates 
the refund to be approximately $3,500,000. This amount has not been reflected in these financial 
statements and will be recorded as a reduction to the related expenditures or assets when received. 
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Cape Breton Development Corporation 


Industrial Development Division 
(Established by the Cape Breton Development Corporation Act) 


Consolidated Balance Sheet 


as at March 31 


Assets 1985 1984 
Current 
CaS ere ee INT ee a ee TM yr ri EE, $ 1,116,403 $ 1,341,882 
/NECOUITES Glael TWAS RACHA -.cbcunasgaosneoudosooooocdooosanad 394,950 615,463 
Receivable from Province of Nova Scotia .................00.05. 3,493 15,298 
Receivable from Government of Canada ........................ 1,115,000 970,000 
limumemitonies (NG ZAG) .oscassosndvoasecsaedcoseonesorsacsckanneeanee 407,712 824,401 
Brepaidmexpensesime eens teehee eth meena ania a: 25,902 ZU 394 
3,063,460 3,794,598 
Loans and investments 
VIEKOXEVEES? = cescoieresnoceciier cl ss Sabena bet em ne ae OC ER ee a 1,765,211 I PE IENSIS: 
MOR URTANS — b oes ood tnd ncooescddd ban eae AES RO eee ee 367,563 22,563 
LCN HAT |DYeolt. «ba i.hee deandobodononcs bakacw ase ahead teas eee tes 2,132,774 1,794,118 
Rixecdm(INotese2 |b] Raindso) mene ren eer tein nee cn eaten 14,815,134 15,653,726 
Other 
Defemedmchargesmee searent en nent ner fee ainsi el ea loanet 899 1709 
$ 20,012,267 Su Ze 4 Aly 
Liabilities 
Current 
ENC COULISED CVAD CMe ae Men EreR rer cre ee rts nudes wan seek ah $ 356,812 $ 770,454 
POMOC rIIn eI COL Eee ea mere ae nt ty pre a aot Ns oc wd oh Seals 5 20,599 
Equity 
SUSE IN Ret Pehl BM) 0 Ia ale ee ee 19,655,455 20,447,098 


Guarantees (Note 4) 
Commitments (Note 5) 


On behalf of the Board 


$ 20,012,267 


$ 21,244,151 


Director 


Director 
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Cape Breton Development Corporation 


Industrial Development Division 


Consolidated Statement of Equity 


as at March 31 


1985 
Equity at beginning ot, Year au..cuaaske a eens eee eee $ 20,447,098 
Payments during year from Government of Canada 
SW ote. 45 a(INOTe Ik) ete ete eee eee ae ecco te et ne 10,615,000 
31,062,098 
DeduciweNetopexratinguexpensSeSany pe =a aa ee en nnn nee 11,406,643 
Equitysatend)olsyeatin, jaa. etint: cups natant 0s eer eee are $ 19,655,455 
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1984 


$ 21,550,455 


10,770,000 


32,320,455 


£87 3235) 


$ 20,447,098 


Cape Breton Development Corporation 


Industrial Development Division 


Consolidated Operating Statement 
For The Year Ended March 31 


1985 1984 
Development and operating expenses 
Se Cia lsreCON CHUN DLOICClou ena et een pecan Sasa sede sundae $ 2,470,000 $ 3,430,000 
Industrial operations and assistance ..............0..ce0ce eee eee eee 1,295,027 1,774,604 
TOUTS CHOSARAMOINS: BING! CHEVTUS co ccocansccdssncdsancannocosdonasanoanens 1,291,602 1,535,886 
New business development assistance ...............00..ce0 veces 1,810,614 1,284 363 
MEINE NSO, COSIEMOMS si conssancooosscnsdegassuassansosseoooadapses 1,345,937 Ss S164) 
REAll CABS GQoSwUwliNG; COME cons csvsdeaooacecdsoaspoansussncoansoscoou se 785,101 763,018 
Conmmaiunityeplanningzamd, Projects! © vat. <.e 5.4.6. toes. evens cbs eos 1,799,566 YOU VS 
JPYSVANEVAY. JPIMOGICENM. GJOCUEIHOING: -cocccoccssecsonsoocuccassoonsasnuasnce 384,360 244,170 
Scholarshipsrancdmapprenticemprogramlsueee tere ane ree 51,856 96,960 
LOSS OM Gliaosall Or iikSel AGKAS ood onccscocaacsnconsssseassenncses 400 103,630 176,148* 
11,337,693 Lal, USXS SyASs 
Administration expenses 
SEU TATERS: occ ain Gc sane taba oe DAES Sts ct oe Oe aoe 1,568,343 1,661,566 
@iiicerancdenniscellamcousmexmensesun etree re eet terete 344,987 482,715 
IPROMASSIO ME! WSS. = CPHSRENMOMA ..n.cdcsaescocaodsecanseaspaen oseessor 134,291 92,297 
= (MEVMEIGAAMNOMN COME! oo oooradcooonsnacceosseour 80,820 - 
iiravellingsexechise smepe rey Meter e Le early, couese i omc te kas 78,348 139,949 
2,206,789 216 D2, 
DOC Eatal  SHMOTMANONN. .5.02 0000000 caacoaob suv sdeeasoscospeoondoudde- 1,643,361 467-057; 
Provision for unrecoverable loans and receivables ..................... 346,500 1,085,607 
1,989,861 2,552,664 
otalgoperatingmexmencesstOminenyCatmenne este nematic 15,534,343 IS, 33S), 
Revenue 
‘ROUTINE WBTOING. <3. 50 ao deh ub Janson eneamene don CeO Cun Eee ona a Edom sarees 1,205,861 1,239,212 
Realkestateanenital saya eerennninn wrprnrred Ltn treet Cerne wine. Rh 1,242,284 1,124,689 
Indusitialkoperationsmeerrertr omer oe eee animas ance 609,186 803,252 
(GANUERRESE 5g soe Seve Sitios bas deve SR RRERS aS SO BE REPRE chee 618,284 646,324* 
ManinestarminguopcratiOnsmaremren can neue ceee see te 389,107 386,440 
PEARY CSI RO DEA I Serene ine era wieniyet Pe asada ns sen haces’ 62,978 42,442 
Netmoperallinguex pense sate herrea ic we eae snes enn see ance 4,127,700 4,242,359 


$ 11,406,643 $ 11,873,357 


* Restated 
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Cape Breton Development Corporation 


Industrial Development Division 


Consolidated Statement of Changes in 


Financial Position 
For The Year Ended March 31 


1985 


1984 


Funds provided from 
Payment from Government of Canada - 


$ 10,615,000 


$ 10,770,000 


Repaymient-and reduction: of loatigwce --ps-een coe es 1,149,810 608,311 
JNYeRACS Oi. GAS Oi sibqAel AKAG. rcronoavssdoconasesasaccosoesannsese 524,831 168,907 
12,289,641 eitsa 7253 
Funds used for 
Net-operating“expenses ten encontrar eee eee 11,406,643 115873; 357, 
Less: Items not requiring an outlay of funds 
> IDYejoieocieviloin GUNG! AVANOMAIANIOIN coocoucncooccocqosasucscosoos 1,643,361 Won OS7/ 
- Provision for doubtful loans and 
INVESTITIC NTS eee sin eater ee ee Ce Ree re 85,004 735,985 
- Forgiveable portion of loans 
fransterred, to. drants 23 so.7 st. 4c eu naan er eter 59,487 82,886 
= JLOSS Ola SAS Oi ial SESAG o seceosonavscccnodeosoasocsococc 103,630 176,148 
= Reduction’in/ideterredichargest.-. = eae eee 810 L589 
9,514,351 9,409,692 
LEO ANS cess Rie eae See aoe as 1,313,998 743,449 
Purchase of fixed assets 
Rentaliifacilities: 454).csecns eae ere 175,613 89,661 
Tounist: fa cilities see ae gyre cee soe eee yO ee een 279,924 LTO S1953 
Primaryzindustry: facilities, 47sce eae ae eee 87,234 324 681 
Secondary. industry facilities # e640 <a eee ee 864,418 680,763 
Purchase Of vinivestim ents: We ae.n. cir reece tan eee cen tn ee 345,000 18,000 
Decrease inclong-term-debivion. eo ee ee 26,599 Zell 
12,607,137 WZ, AZAR 
Decreasein working capital ya. cessor ee ee ee (317,496) (825,212) 
Working capital at- beginning of-vear enamel eae eee eee eee 3,024,144 3,849,356 
Working capitalsatend tof year, nee eee eee 


$ 2,706,648 
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$ 3,024,144 


Cape Breton Development Corporation 


Industrial Development Division 


Notes To The Consolidated Financial Statements 
March 31, 1985 


1. General Policy 


The objects of the Industrial Development Division are to promote and assist the financing and develop- 
ment of industry to provide employment on the Island of Cape Breton. In accomplishing these aims, 
the Corporation makes loans and investments, the amounts of which are often in excess of those which 
would be available through normal commercial sources. The Corporation also makes grants to assist 
enterprises which are considered likely to make a substantial improvement to the development of Cape 
Breton Island. 


The Industrial Development Division is financed by way of Vote of the Parliament of Canada. Parlia- 
ment voted $10,615,000 for this purpose during the fiscal year ended March 31, 1985. 
2. Significant Accounting Policies 


a) i) Basis of Consolidation 
The financial statements of the Industrial Development Division include the results of the Division 
and all its subsidiaries as explained below. 


Corporation Company 
Interest Year End 
Darr (Cape Breton) Limited Saas sant he ee) 
(Realgesta te: meee mess tne nN oe nee eh og 100% December 31 
Cape Breton Marine Farming Limited 
(Fish and Oyster Farming) ......... DR ie cies he ee i, 100% March 31 
Whale Cove Summer Village Limited 
(otinicie Accommodations) maaan eee 62.5% March 31 
Dundee Estates Limited 
(Nawigi ACEOMMINOCEWOMA) ocscncevsersonsensscangonssenaace 100% March 31 


ii) During the year Cape Breton Marine Farming Limited ceased operations. Both the operating 
loss of $820,759 and the loss on the transfer value of its fixed assets to the Corporation of 
$242,870, are included in the consolidated financial statements. 


iii) During the year the Corporation disposed of its holdings in Cape Breton Woolen Mills Limited, 
and has written off its 53.3% equity interest, advances, and loans in the aggregate amount of 
$855,752. As the Corporation had, in prior years, recognized equity losses of $539,278, on 
consolidation, the current year loss on disposition reflected in these financial statements is 
$380,991, after recoveries of advances of $64,517. 


iv) As the financial statements of Whale Cove Summer Village Limited report a deficit equity position 
as at March 31, 1985, and the minority interest in losses to date have been absorbed against the 
total of the minority invested capital, the losses of this company are included in the consolidated 
net loss. As a consequence, no minority interest is shown in the balance sheet for this subsidiary. 


Fixed Assets 


S: 


Fixed assets are recorded at cost. The cost and related depreciation of items retired or disposed of 
are removed from the books and any gain or losses are included in the consolidated operating state- 
ment. Depreciation is provided on the straight-line method using rates based on the estimated useful 
lives of the assets generally as follows: 


Buildings - Up to 20 years 
Equipment - 4 to 10 years 
Vehicles - 3 to 4 years 


c) Accounting Policy - Certain Subsidiaries 


The statements of Dundee Estates Limited include notes indicating that their statements have been 
prepared on the assumption that the company can continue to operate as a going concern, which 
assumption depends on the continued financial support of Cape Breton Development Corporation. 
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d) Inventories 


Inventories are valued at the lower of cost and net realizable value, with cost determined on a first 


in, first out basis. 


3. Fixed Assets 


Rentaletacilities: wines .c a eeccrse eer ee entre ert emer eee 
TOUPiSt= faGilites 9. -ea een edt ets ee areca 
Primarvandustry: facilities ta eee eee gee eee 
Secondaryrindustry facilities = sae.we ser eine netes een 


essaAccumulatedsdepneciall Oeste eee eee eens 


1985 


S96, 1755752 
8,548,716 
Le oe 2 
6,869,996 


23,345,576 


8,530,442 


$14,815,134 


1984 
$ 6,021,589 
8,301,117 


3,291,509 
6,540,194 


24,154,409 


8,500,683 


$ 15,653,726 


The four categories of fixed assets shown above each include land, buildings and equipment. 


4. Guarantees 


During the 1976 year, the Corporation guaranteed the repayment by Sydney Steel Corporation 
of that company’s $70,000,000 - 111/44% Series D Debentures and the repayment of interest thereon. 
These funds were borrowed by Sydney Steel Corporation for the purpose of financing its plant 
rehabilitation program. The balance of the outstanding debentures has since been reduced to 


$45,710,000. 


The Corporation in 1971 guaranteed the repayment of bank advances to Stora Kopparbergs 
Bergslags Aktiebolag. This guarantee originally amounted to $30,000,000. The balance of advances 


has since been reduced to $10,500,000 of which $500,000 is in U.S. dollars. 


The Corporation made the guarantees for and on behalf of Her Majesty the Queen in right of Canada; 
therefore, any amounts required to be paid shall be paid out of the Consolidated Revenue Fund of 
Canada and not out of funds of Cape Breton Development Corporation. 


5. Commitments 


As at March 31, 1985, the Industrial Development Division of the Corporation was committed to 
expenditures and loans over and above the amounts included in the financial statements at that time, 
totalling $2,523,950; being made up of Regular Project Commitments of $1,073,950 and Special 
Commitments of $1,450,000 to the Jeux Canada Winter Games ’87 and the Sydney Centre 2000 


project. 


6. Subsequent Events 


Subsequent to March 31, 1985, the Corporation has entered into negotiations to sell the Inverness 
Beach tourism facilities for approximately $200,000. The net book value of these assets is 
$553,539. The resulting loss on disposal is not reflected in the financial statements as at March 31, 1986. 
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Cape Breton 
Development Corporation 


Société de développement 


du Cap-Breton 


Annual Report 
Rapport d’activité 
1985-86 


Report and Financial Statements 


Rapport et Etats Financiers 


Auditors’ Report 


To the Honourable 

The Minister of Regional 
Industrial Expansion 

Ottawa, Ontario 


We have examined the balance sheet and the statement of equity of the Coal 
Division and of the Industrial Development Division of the Cape Breton 
Development Corporation as at March 31, 1986, and the related income and 
operating statements and the statements of changes in financial position for 
the year then ended. Our examination was made in accordance with general- 
ly accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


The financial statements of the Industrial Development Division and of its 
subsidiaries have been presented on a consolidated basis. As required by the 
provisions of the Cape Breton Development Corporation Act, the financial 
statements of the Coal Division and of the Industrial Development Division 
are being presented separately. 


In Our opinion, these financial statements present fairly the financial position 
of the Coal Division and of the Industrial Development Division of the Cape 
Breton Development Corporation as at March 31, 1986, and the results of 
their operations and the changes in their financial position for the year then 
ended in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that have come to 
our notice during our examination of the financial statements have, in all 
significant respects, been in accordance with the Financial Administration 
Act and its regulations, and the Cape Breton Development Corporation Act 
and the by-laws of the Corporation. 


=e vA G 
ph 738, & 
Sydney, Nova Scotia 


May 27, 1986. Chartered Accountants 


Rapport des vérificateurs 


Au ministre de l’Expansion 
industrielle régionale 
Ottawa (Ontario) 


Nous avons verifié le bilan et |’état du capital social de la Division des char- 
bonnages et de la Division du développement industriel de la Société de 
développement du Cap-Breton au 31 mars 1986 ainsi que les états connexes 
des résultats et de |’évolution de la situation financiére de |’exercice terminé 
a cette date. Notre verification a été effectuée conformément aux normes de 
verification généralement reconnues, et a comporte par conséquent les son- 
dages et autres procédés que nous avons jugés nécessaires dans les 
circonstances. 


Les états financiers de la Division du développement industriel et de ses 
filiales ont été consolidés. Comme |’exige la Loi sur la Société de développe- 
ment du Cap-Breton, les états financiers de la Division des charbonnages et 
de la Division du développement industriel sont présentés separement. 


A notre avis, ces états financiers présentent fidelement la situation financiére 
de la Division des charbonnages et de la Division du développement in- 
dustriel de la Société de développement du Cap-Breton au 31 mars 1986 ain- 
si que les résultats de leur exploitation et |’évolution de leur situation finan- 
ciére pour |’exercice terminé a cette date selon les principes comptables 
généralement reconnus, appliqués de la méme maniere qu’au cours de |’ex- 
ercice précédent. 


En outre, a notre avis, les opérations de la Société portées a notre con- 
naissance au cours de notre vérification des états financiers ont ete con- 
formes, a tous égards importants, a la Loi sur |’administration financiere et a 
ses réglements ainsi qu’a la Loi sur la Société de développement du Cap- 
Breton et aux reglements de la Sociéte. 


oe fe f 
eer J J Si a 
Syd ey (Nouvelle-Ecosse) 


le 27 mai 1986 Comptables agréés 


CAPE BRETON DEVELOPMENT CORPORATION 


Coal Division 
(Established by the Cape Breton Development Corporation Act) 


Balance Sheet 
as at March 31 


ASSETS 1986 1985 
Current 
Cash $ 10 315 194 $ 7 130 333 
Accounts receivable (Note 2) 23 873 285 21 812 315 


Inventories, at the lower of cost and 
net realizable value 


Coal — . 22 818 843 38 089 217 
Operating materials and supplies 42 945 717 41 875 851 
Prepaid expenses 44 287 131 367 
69 997 326 79 039 083 

Deferred development costs : 612 279 
Fixed (Note 3) 360 584 821 297 412 649 


$430 582 147 $377 064 011 


LIABILITIES 

Current 
Accounts payable - trade $ 20 419 648 Si ke) Sieie) Olsi7 
Accrued wages and vacation pay 12 602 795 13 343 949 
Accrued charges 2 TENN TaN 16 420 600 
Employees’ deductions 3 568 282 4 853 461 
Advances - Government of Canada 2 643 419 13 442 244 

51 965 255 61 619 291 
EQUITY 
Equity of Canada 378 616 892 315 444 720 


$430 582 147 $ 377 064 011 


Commitments (Note 4) 


On Behalf of the Board 
emer se | 
Bethe er ocr Jad” prec 


7, PEI Director 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


(constituée par la Loi sur la Société de développement du Cap-Breton) 


Bilan 


au 31 Mars 


ACTIF 


A court terme 

Encaisse 

Débiteurs (note 2) 

Stocks au prix cottant ou a ja valeur de réalisation 

nette, selon le moins élevé des deux montants 

Charbon 
Matieres et fournitures d’exploitation 

Charges payees d’avance 


Frais reportés de mise en valeur 
Immobilisations (note 3) 


PASSIF 


A court terme 
Comptes fournisseurs 
Salaires et indemnités de congé courus 
Charges a payer 
Retenues salariales 
Avances - gouvernement du Canada 


CAPITAL SOCIAL 


Capital social du Canada 


Engagements (note 4) 
Au nom du conseil 
ee oy 
Qu 7 e<e ee act loef administrateur 


dministrateur 


1986 1985 
10 315 194$ 7 130 333 $ 
23 873 285 2a) {hil Shs 
22 818 843 38 089 217 
12 945 717 ldieOvomool 
44 «287 131 367 
69 997 326 79 039 083 
= 2 Bre 
360 584 821 297 412 649 
430 582 147$ 377 064 011 $ 
20 419 648% 13 559 037 $ 
2u602m795 13 343 949 
We 7/Snh 9 16 420 600 
3 568 282 4 853 461 
2 643 419 13 442 244 
SG 657255 61 619 291 
378 616 892 315 444 720 
430 582 147$ 377 064 011 $ 


CAPE BRETON DEVELOPMENT CORPORATION 
Coal Division 


Statement of Equity 


as at March 31 


Balance at beginning of year 
Add: 
Payments by Canada in respect of mining losses - 
Vote 30 (Note 1a) 
Payments by Canada in respect of capital 
expenditures - Vote 35 (Note 1a) 


Deduct: 
Mining losses 
Depreciation of fixed assets (Note 1c) 
Write-off of fixed assets as a result 
of No. 26 Colliery closure 


Balance at end of year 


1986 1985 

$315 444 720 $285 675 886 
IG LEkex iss) 10 032 963 
93 662 972 86 924 793 
426 043 545 382 633 642 
16 935 853 10 032 963 
30 490 800 30 926 059 
26 229 900 

47 426 653 67 188 922 
$378 616 892 $315 444 720 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


Etat du capital secial 


au 31 mars 


7208 


853 
800 


653 


1986 
Solde au début de |’exercice 315 444 
Ajouter: 
Versements par le Canada au titre des pertes 
d’exploitation miniére - crédit 30 (note 1a) 16 935 
Versements par le Canada au titre des depenses 
en immobilisations - crédit 35 (note 1a) 93 662 
426 043 
Déduire: 
Pertes d’exploitation miniére 16 935 
Amortissement des immobilisations (note 1c) 30 490 
Radiation d’immobilisations a la suite de la fermeture 
de la mine de charbon n° 26 = 
47 426 
Solde a la fin de l’exercice 378 616 


892 $ 


1985 


285 675 


10 032 


86 924 


886 $ 


963 


793 


382 633 


10 032 
30 926 


642 


963 
059 


26 229 


67 188 


315 444 


900 
922 
720 $ 


CAPE BRETON DEVELOPMENT CORPORATION 
Coal Division 


Statement of Income 
for the year ended March 31 


Revenue 
Coa! sales 
Less: External selling expense 


Outside railway revenue 

Operating revenue 
Operating expenses 

Wages and salaries 

Holidays and vacations 

Workers’ Compensation 

Surcharges 

Materials and supplies 

Repair materials 

Electric power 

Grants in lieu of taxes 

Royalties 

Hired heavy equipment 

Other expenses 

Purchased and capital coal 

Depreciation 

Decrease (Increase) in coal inventory 
Total operating expenses 


Excess operating expenses over operating revenue 


Pensions 

Pre-retirement leave 

Workers’ Compensation (Note 1d) 
Interest and other income 


Deduct: 
Depreciation not deductible in determining 
mining losses (Note 1c) 
Net mining profit (losses) before employee profit 
sharing and extraordinary items 
Employee profit sharing 


Net mining profit (losses) before extraordinary items 


Extraordinary items 
Net mining losses for the year 


1986 


$183 248 861 
4 295 726 
178 953 135 
2 775 345 


181 728 480 


F228) 107 
10 363 224 
8 077 931 
7 470 296 
23 667 644 
8 102 346 
5 192 866 
20098930 
605 285 
hls) (2 
6 436 665 
11 823 656 
30 490 800 
15 270 374 


208 195 925 
26 467 445 


4 412 457 
3 650 485 
3 600 000 
__(703 734) 
(47 426 653) 


30 490 800 


(16 935 853) 


(16 935 853) 


Sy GiGs9355858) 


— 


$ (10 


1985 


120 
365 
USE 
104 


860 


472 
011 
087 
598 
629 
984 
28) 
562 
664 
460 
788 
923 
926 
421 


443 
582 


090 
961 
683 
181 


135 


926 


790 
O79 


811 


844 
032 


674 
150 
524 
860 
384 


558 
534 
680 
924 
a2 
430 
970 
694 
085 
332 
035 
298 
059 
650) 
261 


877 


238 
831 
000 
948) 


998) 


059 


061 
000 


061 


024 
963) 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


Etat des résultats 


de l’exercice terminé le 31 mars 


Produits 
Ventes de charbon 
Moins: frais de vente extérieurs 


Produits extérieurs du chemin de fer 
Produits d’exploitation 
Charges d’exploitation 
Salaires et charges sociales 
Congés et vacances 
Indemnités pour accident du travail 
Droits supplémentaires 
Matiéres et fournitures 
Matériel de réparation 
Electricité 
Subventions au lieu de taxes 
Redevances 
Location de matériel lourd 
Autres charges 
Charbon acheté et charbon capitalisé 
Amortissement 
Diminution (augmentation) des stocks de charbon 
Total des charges d’exploitation 
Excédent des charges d’exploitation sur les produits 
d’exploitation 
Régime de retraite 
Retraites anticipées 
Indemnités pour accident du travail (note 1d) 
Intéréts et autres produits 


Moins: 
Amortissement non déductible dans le calcul des 

pertes d’exploitation miniére (note 1c) 

Gain (perte) net d’exploitation miniére avant participation 
des employés aux bénéfices et postes extraordinaires 

Participation des employés aux bénéfices 

Gain (perte) net d’exploitation miniére avant postes 
extraordinaires 

Postes extraordinaires 

Perte nette d’exploitation miniére de |’exercice 


1986 


183 248 861$ 


_4 295 726 
178 953 135 
_2 7175 345 


181 728 480 


~ 


218 107 
363 224 
077 931 
470 296 
667 644 
102 346 
192 866 
559 939 
605 285 

OP g116N7 92 

6 436 665 
11 823 656 
30 490 800 
15 270 374 


208 195 925 
26 467 445 


— 


NM 
maeoewnN @®Oo hy 


14 412 457 
3 650 485 
3 600 000 


(703 734) 
(47 426 653) 


30 490 800 
(16 935 853) 


(16 935 853) 


(16 935 853)$ 


165 
8 
156 
3 


NANOABDWOMN 


(10 


1985 


120 
365 
55 
104 


860 


472 
011 
087 
598 
629 
984 
TS) 
562 
664 
460 
788 
923 
926 
421 


443 
582 


090 
961 
683 
181 


135 


926 


790 
979 


811 


844 
032 


674$ 
150 
524 
860 


384 


558 
534 
680 
924 
312 
430 
970 
694 
085 
332 
035 
298 
059 
650) 


261 
877 


238 
831 
000 
948) 


998) 


059 


061 
000 


061 


024 
963) $ 


CAPE BRETON DEVELOPMENT CORPORATION 


Coal Division 


Statement of Changes in Financial Position 


for the year ended March 31 


Cash for operating activities 
Net mining losses ~ 
Increase (Decrease) in non-cash operating 


working capital* 


Cash from financing activities 
Payments by Canada 
In respect of mining losses 
In respect of capital expenditures 
Increase (Decrease) in repayable 
working capital advances 


Cash for investing activities 
Purchase of fixed assets 
Proceeds from sale of fixed assets 
Deferred development costs 


Increase in cash 


Cash at beginning of year 


Cash at end of year 


*Increase (Decrease) in non-cash 
operating working capital 
Accounts receivable 


Coal inventory 


Material inventory 
Prepaid expenses 
Accounts payable 
Accrued wages and vacation pay 


Accrued charges 


Employees’ deductions 


10 


1986 


1985 


963 
630 
593 


963 
793 


956 
ANZ 


Si/ 
134) 
279 


072 


047 
286 


333 


996 
124 
958) 
699) 
507 
755) 
600) 


985) 


630 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


Etat de ’évolution de la situation financiére 


de l’exercice terminé le 31 mars 


1986 1985 
Liquidités affectées aux activités d’exploitation 
Perte nette d’exploitation minieére 16 935 853$ 10 032 963$ 
Augmentation (diminution) du fonds de roulement 
d’exploitation hors caisse* (13 371 407) 1 054 630 
3 564 446 11 087 593 
Liquidités provenant des activités de financement 
Versements par le Canada 
Au titre des pertes d’exploitation miniere 16 935 853 10 032 963 
Au titre des dépenses en immobilisations 93 662 972 86 924 793 
Augmentation (diminution) des avances 
aux fins du fonds de roulement (10 798 825) 2 073 956 
99 800 000 99 031 712 
Liquidités provenant des activités d’investissement 
Achat d’immobilisations 94 159 330 87 283 927 
Produit de la vente d’immobilisations (496 358) (359 134) 
Frais reportés de mise en valeur me (6125279) 612 279 
93 050 693 87 537 072 
Augmentation des liquidites 3 184 861 407 047 
Liquidités au début de |’exercice 7 130! 333 6 723 286 
Liquidités a la fin de |’exercice 10 315 194$ 7 130 333$ 
“Augmentation (diminution) du fonds de roulement 
d’exploitation hors caisse 
Débiteurs 2 060 970 $ 5 376 996 $ 
Stock de charbon (15 270 374) apa s 24 
Stock de matieres 1 069 866 (2 214 958) 
Charges payées d’avance (87 080) (4 699) 
Créditeurs (6 860 611) i alee7? SOW 
Salaires et indemnités de congé courus 741 154 (730 755) 
Charges a payer 3 689 489 (6 440 600) 
Retenues salariales 1 285 179 (512 985) 
1 054 630$ 


(13 371 407)$ 
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CAPE BRETON DEVELOPMENT CORPORATION 
Coal Division 


Notes to the Financial Statements 
March 31, 1986 


1. Significant Accounting Policies 
a) Financing 


The Corporation is financed by way of votes of the Parliament of Canada. These votes are for the purpose 
of funding mining losses and to finance capital projects. 


b) Inventories 
Inventories are valued at the lower of cost and net realizable value. 
c) Fixed Assets 


Fixed assets are stated at cost. The Corporation has provided depreciation on its fixed assets based on 
their estimated useful lives. The Treasury Board of Canada has indicated that depreciation should not be 
provided in determining mining losses for Parliamentary appropriation. Accordingly, the depreciation provi- 
sion has been eliminated in arriving at this amount. 


d) Workers’ Compensation 


Cape Breton Development Corporation is in a single pool with respect to the Nova Scotia Workers’ plan. 
Prior to the fire in No. 26 Colliery, the expense for Workers’ Compensation was allocated to the overhead 
of each operating unit on a formula basis. The Corporation has decided to continue this accounting treat- 
ment with the exception of the fixed portion of the expense that would have been absorbed by No. 26 Col- 
liery. This item is shown separately on the Statement of Income as a non-operational expense. 


2. Accounts Receivable 986 1985 
Trade b 23 928 237 $ 20 094 723 
Other - claim receivable - 1 625 000 
Employees ___—«95 048 142 592 

24 023 285 21) (862835 
Less: Allowance for doubtful accounts 50 000 50 000 
$ 21 812 315 

3. Fixed Assets 1986 1985 
Lingan Colliery $129 167 554 $ 115 086 963 
Prince Colliery 91 690 525 83 164 693 
Donkin-Morien Colliery 72 437 092 64 429 327 
Phalen Colliery 68 045 257 WS) 7428) CE, 
Coal Preparation Plant 60 464 896 54 004 882 
Devco Railway 67 139 009 66 631 294 
Carbogel 2 719 620 2 095 296 
Other fixed assets 36 643 610 33 508 777 

528 307 563 434 644 591 
Accumulated depreciation (Note 1c) 167 722 742 137 231 942 


$ 360 584 821 $ 297 412 649 


1% 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


Notes complémentaires 


31 mars 1986 


1. Principales conventions comptables 


Amortissement cumulé (note 1c) 


360 584 821$ 


a) Financement 
Le financement des pertes d’exploitation miniére et des projets en immobilisations de la Société est assuré 
par des crédits votés par le Parlement du Canada. 

b) Stocks 
Les stocks sont évalués au prix codtant ou a la valeur de réalisation nette, selon le moins élevé des deux 
montants. 

c) Immobilisations 
Les immobilisations de la Société sont évaluées au prix cottant et |’amortissement de ces immobilisations 
est calcule selon leur durée d'utilisation prévue. Le Conseil du Trésor du Canada a indiqué qu’aux fins de 
la détermination des crédits parlementaires, on ne doit pas tenir compte de |’amortissement dans le calcul 
des pertes d’exploitation miniére. Pour arriver au montant en question, on a donc éliminé la provision pour 
amortissement. 

d) Indemnités pour accident du travail 
La Societe de développement du Cap-Breton fait partie du méme régime que celui des travailleurs de la 
Nouvelle-Ecosse. Avant l’incendie qui s’est déclaré dans la mine de charbon n° 26, les dépenses 
engagées au titre des indemnités pour accident du travail étaient imputées aux frais généraux de chaque 
unité d’exploitation selon une formule établie. La Société poursuit ce traitement comptable sauf dans le cas 
des dépenses fixes que la mine de charbon n° 26 aurait absorbées. Dans |’état des résultats, ce poste est 
indiqué a part et ne fait pas partie des charges d’exploitation. 

2. Déebiteurs 1986 1985 
Fournisseurs 23 928 237$ 20 094 723 $ 
Autres - créances - 1 625 000 
Employés 95 048 142 592 

24 023 285 Zin86253i5 
Moins: provision pour créances douteuses ___150 000 50 000 
23 873 285$ 21 812 315$ 

3. Immobilisations 1986 1985 
Mine Lingan 129 167 554$ 115 086 963$ 
Mine Prince 91 690 525 83 164 693 
Mine Donkin-Morien 72 437 092 64 429 327 
Mine Phalen 68 045 257 Ie 72s} Sey 
Usine de préparation du charbon 60 464 896 54 004 882 
Chemin de fer de Devco 67 139 009 66 631 294 
Carbogel 2 719 620 2 095 296 
Autres Immobilisations (36 643 610 33 508 777 

528 307 563 434 644 591 
167 722 742 137 231 942 


297 412 649 $ 
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CAPE BRETON DEVELOPMENT CORPORATION 
Coal Division 
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Notes to the Financial Statements (continued) 
March 31, 1986 


4. Commitments 
a) Commitments on capital projects for ongoing mining operations include the following: 


Approximately $29,770,000 for underground mining equipment 
Approximately $9,410,000 for other facilities 


b) In May 1984, the Government of Canada committed to the development of the Phalen Colliery. The total develop- 
ment costs are anticipated to be approximately $181,600,000 with $89,000,000 anticipated for approval for the 
1986-87 fiscal year. 


c) The Corporation obtained approval to appropriate $16,000,000 of the Corporation’s 1985-86 capital budget to 
complete a second tunnel at the Donkin-Morien Project to bring the total approved project to approximately 
$80,000,000. To date the Corporation has expended approximately $8,000,000 of this appropriation. Upon com- 
pletion of this tunnel, the Corporation will evaluate the viability of the overall project before proceeding further, 
taking into consideration the economic, commercial and strategic considerations with regards to the substantial 
costs involved in the underground development of the mine. 


d) The Corporation leases the General Mining Building which houses the offices of the Coal Division. The lease 
is for a 20-year period, commencing June 1984, with lease payments of approximately $1,300,000 per annum, 
at a current interest rate of 12.5%. The annual lease payments fluctuate with changes in the lessor’s mortgage 
interest rates. 


5. Long-Term Sales Agreement 


The Corporation has signed an agreement with the Nova Scotia Power Corporation which calls for the delivery 
of a substantial portion of the Corporation’s coal production to the Power Corporation. The Agreement expires 
in the year 2011. 


Pensions 


fo) 


An actuarial valuation of the Corporation’s Non-Contributory Pension Plan as at December 31, 1982 indicated 
an unfunded actuarial liability of $59,800,000. No provision for these liabilities was included in the accounts 
as at March 31, 1986. The minimum annual amount required, for past and current service, including pension 
payments, will be approximately $9,400,000 in each year from 1986 to 1988 and $3,700,000 from 1989 to 
1997. 


Current pension payments are approximately $9,600,000 and the balance will be funded by the Corporation in 
each year. 


7. Income Taxes 


The Corporation will be applying for refundable investment tax credits in respect of qualified expenditures in- 
curred and qualifying assets purchased after April 19, 1983. The Corporation estimates the refund to be ap- 
proximately $10,000,000. This amount has not been reflected in these financial statements and will be record- 
ed as a reduction to the related expenditures or assets when received. 


8. Comparative Figures 


Certain of the 1985 comparative figures have been restated to conform to the current year’s presentation. 
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Cape Breton 


Development Corporation 
Year Ending March 31, 1986 


Société de Développe- 
ment du Cap-Breton 


Année Terminée le 31 Mars 1986 


Description of Business 


The Cape Breton Development Corporation, formed by 
an Act of Parliament in 1967, is wholly owned by the 
Government of Canada. The Corporation operates two 
divisions; the Coal Division is the largest coal producer 
and one of the largest industrial employers in Eastern 
Canada and the Industrial Development Division is 
charged with the responsibility of developing ways to 
stimulate economic activity throughout Cape Breton 
Island. 


The mailing address of the 
Corporation’s Head Office is: 


500 Kings Road 

Sydney, Nova Scotia 
B1S 1B1 

Telephone (902)564-2848 


The Coal Division’s headquarters is in the General 
Mining Building, Union Street, Glace Bay, Nova 
Scotia. 


Mailing Address: 

P.O. Box 2500 

Sydney, Nova Scotia 
BiP 6K9 

Telephone (902)564-2848 


The Industrial Development Division has its 
headquarters at the Sydport Industrial Park, 
Point Edward, Nova Scotia. 


Mailing Address: 

P.O. Box 1750 

Sydney, Nova Scotia 
B1P 617 

Telephone (902)564-3600 


Description Des Activités 


Instituée par une loi du Parlement en 1967, la Société 
de développement du Cap-Breton est la propriété ex- 
clusive du Gouvernement du Canada. La Société com- 
porte deux divisions: la division des charbonnages, qui 
est le plus important producteur de charbon de |’Est 
du Canada et |’un de ses plus gros employeurs in- 
dustriels, et la Division du développement industriel, 
qui est chargée de trouver des moyens pour stimuler 
l’activité 6conomique dans |’ile du Cap-Breton. 


L’adresse postale du siége social 
de la Société est la suivante: 


500, Kings Road | 
Sydney (Nouvelle-Ecosse) 
B1S 1B1 

Tel.: (902)564-2848 


Les bureaux de la Division des charbonnages 
sont situés dans l’immeuble General Mining, rue 
Union, a Glace Bay (Nouvelle-Ecosse). 


Adresse postale: 
C.P. 2500 : 
Sydney (Nouvelle-Ecosse) 


B1P 6K9 
Tel.: (902) 564-2848 


La Division du développement industriel a ses 
bureaux dans le parc industriel Sydport, a Point 
Edward (Nouvelle-Ecosse). 


Adresse postale: 


C.P. 1750 ; 
Sydney (Nouvelle-Ecosse) 
B1P 617 

Tel.: (902) 564-3600 


The Year In Review 


Rétrospective de l'année 


To the Honourable 
The Minister of Regional Industrial Expansion, 
Ottawa 


Sen 
The Board of Directors is pleased to submit its 
annual report for the year ending March 31, 1986. 


Coal Division 


During this past fiscal year, the Corporation’s Coal Divi- 
sion underwent a period of substantial transition. 
Building on the commercial mandate introduced in the 
previous fiscal year, the newly appointed management 
team introduced major changes and a redirection of 
the Corporation’s activities. The initiatives undertaken 
during the year were greatly influenced by the results 
of a comprehensive review of the operations of the Coal 
Division that was initiated by the Federal government, 
and carried out by the management consulting firm of 
Currie, Coopers & Lybrand. One of the major recom- 
mendations of the review emphasized the need for a 
strong commercial mandate. Nearly all of the findings 
and recommendations in the report have been address- 
ed and corrective measures were undertaken and im- 
plemented over the course of the year. A new corporate 
mission has been adopted which clearly confirms that 
the Coal Division is to be managed commercially, in 
accordance with industry standards. 


Early in the fiscal year, a major reorganization of the 
management structure was announced which includ- 
ed such fundamental changes as the separate report- 
ing lines to the Board of Directors for the Industrial 
Development Division and the Coal! Division; the cen- 
tralization of responsibility for managing the major 
capital projects; the restructuring of the management 
organization, including decentralization at the mine 
sites; transfer of Management Information Systems 


COMMERCIAL 
MANDATE 
STRENGTHENED 


CONSOLIDATION 


DU MANDAT 
COMMERCIAL 


MANAGEMENT 
STRUCTURE 
REORGANIZED 


REORGANISATION 
DE LA STRUCTURE 


DE GESTION 


A ’honorable 
Ministre de |’expansion industrielle régionale, 
Ottawa 


Monsieur le Ministre, 


Le Conseil d’administration est heureux de vous 
présenter son rapport annuel pour Vexercice finan- 
cier prenant fin le 31 mars 1986. 


Division des charbonnages 


Au cours du dernier exercice financier, la Division des 
charbonnages a traversé une période de transition im- 
portante. S’inspirant du mandat commercial présente 
pendant |’exercice financier précédent, la nouvelle 
équipe de gestion a apporté d’importantes modifica- 
tions et a donné une nouvelle orientation aux activités 
de la Société. Les initiatives entreprises au cours de 
l'année ont été grandement influencees par les 
résultats d’une étude exhaustive des activités de la Divi- 
sion des charbonnages menée par la firme d’experts- 
conseils en gestion de Currie, Coopers & Lybrand, a 
la demande du gouvernement fédéral. L’une des prin- 
cipales recommandations de |’étude mettait |’accent 
sur la nécessite d’établir un mandat commercial ferme. 
Nous avons donné suite a presque toutes les constata- 
tions et recommandations du rapport, et nous avons 
applique et mis en oeuvre les mesures correctives 
nécessaires dans le courant de |’année. Il est claire- 
ment éetabli aux termes de la nouvelle mission commer- 
ciale que la Division des charbonnages doit étre gérée 
comme une entreprise commerciale, conformément 
aux normes de |’industrie. 


Au début de |’exercice financier, nous avons annonce 
une importante réorganisation de la structure de ges- 
tion, prevoyant notamment des rapports hiérarchiques 
distincts avec le Conseil d’administration pour la Divi- 
sion des charbonnges et la Division du développement 
industriel, la centralisation des responsabilités pour la 
gestion des grands projets d’investissement, la restruc- 
turation de la gestion, y compris la décentralisation de 
la gestion des houilléres, le transfert des activités liées 


Year at a Glance 


Apercu de l’année 


For The Year Ending March 31 
Pour d’exercices prenent fin le 31 mars 


1986 

Financial ($000’s) 
Operating Revenue 181 729 
Operating Costs 208 196 
Operating Loss 26 467 
Net Loss 16 936 
Operations 
Output from Prince and Lingan 

(000’s tonnes) 2197 
Output per Manshift (tonnes) 5.9 
Accident Frequency Rate 

(Accidents Per Million Manhours) 248 


1985 


159 860 
161 443 
1 583 
10 033 


270 


Finances (en milliers de dollars) 
Recettes d’exploitation 

Frais d’exploitation 

Pertes d’exploitation 

Pertes nets 


Exploitation 

Rendement des houilleres Prince et Lingan 
(en milliers de tonnes) 

Rendement par poste-personne, (tonnes) 

Taux de fréquence des accidents 
(nombre d’accidents par million d’heures- 
personnes) 


See 
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(MIS) activities to the Finance Department; the 
establishment of a group responsible for short and long- 
range planning within the Finance Department; and the 
reorganization of the maintenance function. 


On March 22, 1985, Mr. Derek C. Rance was named 
the President and Chief Executive Officer of the Cape 
Breton Development Corporation and by August a full 
slate of officers for the company had been appointed. 
Over the past three years, the Corporation has operated 
without the direction of a full Board of Directors. On 
December 27, 1985, the Honourable Sinclair Stevens 
announced the appointment of Dr. Teresa MacNeil as 
Chairman and, as well, four additional directors were 
named to the Board. 


In the marketplace, the Corporation’s most important 
customer, the Nova Scotia Power Corporation (NSPC), 
received 1,868,000 tonnes of thermal coal, down 
200,000 tonnes from 1984/85. There are two major fac- 
tors which contributed to the reduction in coal 
deliveries. The Corporation was able to provide NSPC 
with an overall better quality coal (more BTU’s per 
tonne) and secondly, the shutdown of the two Atomic 
Energy of Canada Ltd. plants resulted in a reduction 
in energy consumption, particularly from the Seaboard 
Plant in Glace Bay. The Coal Division maintains a very 
close relationship with NSPC, ensuring that the quali- 
ty and delivery of coal meets their requirements. Future 
prospects for increased coal deliveries to NSPC are en- 
couraging with the Point Tupper conversion schedul- 
ed for completion in late 1987 and additional new coal- 
fired generating units also being planned. 


NSPC Compared To Total Sales 
(millions of tonnes) 


The Corporation’s very ambitious export marketing pro- 
gram has successfully recaptured a significant part of 
the export market which was lost due to lack of pro- 
duction following the closure of No. 26 Colliery. CBDC’s 
export sales exceeded 550,000 tonnes, which com- 
pares favourably to 324,000 tonnes sold in 1984/85. 


NEW BOARD OF 
DIRECTORS AND 
OFFICERS NAMED 


NOMINATION 
D’UN NOUVEAU 
CONSEIL 
D’ADMINIS- 
TRATION ET DE 
NOUVEAUX CADRES 
SUPERIEURS 


NSPC COAL 
REQUIREMENT 
DOWN 


REDUCTION DES 
BESOINS EN 
CHARBON DE 

LA SHNE 


EXPORT 
MARKETS 
RECAPTURED 


REPRIS DES 
MARCHES 
D’EXPORTATION 


aux Systemes d’information de gestion (SIG) au 
Département des finances, la mise sur pied d’un 
groupe chargé de la planification a court et a long terme 
au Département des finances, et la reorganisation de 
la fonction d’entretien. 


Le 22 mars 1985, M Derek C. Rance était nommeé prési- 
dent et directeur général de la Société de développe- 
ment du Cap-Breton et en aot, tous les cadres 
supérieurs étaient nommeés. Le Conseil d’administra- 
tion de la Société n’avait jamais été au complet depuis 
trois ans. Le 27 décembre 1985, |’honorable Sinclair 
Stevens annoncait la nomination de Mme Teresa 
MacNeil au poste de présidente du conseil et de quatre 
membres du Conseil d’administration. 


Le plus important client de la Société, soit la Societe 
hydro-électrique de la Nouvelle-Ecosse (SHNE), a requ 
1,868,000 tonnes de houille thermique, ce qui corres- 
pond a 200,000 tonnes de moins qu’en 1984-1985. 
Deux facteurs importants ont contribué a la réduction 
des livraisons de houille. D’une part, la Société a été 
en mesure de fournir a la SHNE de la houille de 
meilleure qualité (nombre plus élevé de BTU par tonne) 
et d’autre part, la fermeture des deux usines d’Energie 
atomique du Canada a donné lieu a une réduction de 
la consommation d’énergie, particuli¢rement a l’usine 
Seaboard de Glace Bay. La Division des charbonnages 
entretient des rapports tres étroits avec la SHNE, afin 
de s’assurer que la qualité et la livraison de la houille 
satisfait a ses exigences. Les perspectives d’avenir 
pour |’augmentation des livraisons de houille a la SHNE 
sont encourageantes étant donné que la fin des travaux 
de conversion de point Tupper sont prévus pour la fin 
de 1987, et qu’on prévoit également la construction de 
nouveaux groupes électrogénes chauffés au charbon. 


SHNE Par Rapport Aux Ventes Total 
(en millions de tonnes) 


SHINE Ventes GAS 


Grace a son programme trés ambitieux de commer- 
cialisation des exportations, la Société a réussi a 
reprendre une importante partie du marché d’expor- 
tation qu’elle avait perdu en raison d’un manque de 
production dd a la fermeture de la houillere no 26. Les 
exportations de la SDCB ont dépassé les 550,000 ton- 
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These sales have reduced the inventory levels which nes, comparativement a 324,000 tonnes en 1984-1985. 
benefits the Corporation’s financial position. CBDC’s Ces ventes ont permis de réduire le niveau des stocks, 
coal was delivered to such countries as Sweden, Italy, ce qui améliore la position financiére de la Société. La 
Brazil, West Germany and the Netherlands. The Cor- houille de la SDCB a été livrée notamment en Suede, 
poration’s marketing department will continue to pur- en Italie, au Bresil, en Allemagne de |’Ouest et aux 
sue its ‘niche marketing strategy” of identifying nar- Pays-Bas. Le service de commercialisation de la 
rowly defined target markets where the particular Société maintiendra sa strategie de commercialisation 
characteristics of the coal are attractive. With the ex- axée sur certains créneaux, qui consiste a identifier les 
port markets expanding, the Corporation is assessing marchés cibles étroitement définis ou les caractéristi- 
the need to improve its pier facilities in order that larger ques particuliéres de la houille sont intéressantes. Etant 
vessels can be loaded, thereby lowering freight costs donné |l’expansion des marchés d’exportation, la 
and opening up markets not presently accessible to Société évalue la nécessité d’améliorer ses installations 
CBDC coals. de quai afin de pouvoir charger de plus gros navires, 


et réduire ses coUts de transport et lui donner acces 
a des marchés qui n’existent pas actuellement pour la 
houille de la SDCB. 


For the year ending March 31, 1986, the net loss is FINANCIAL Pour |’exercice prenant fin le 31 mars 1986, les pertes 
$16.9 million compared to the loss of $10.0 million after LOSSES nettes s’élévent a 16,9 millions de dollars, comparative- 
extraordinary items in 1984/85. CONTINUE ment a des pertes de 10,0 millions de dollars, une fois 

LES PERTES payées les dépenses extraordinaires, pour 1984-1985. 
The increased loss, when compared to the 1984/85 FINANCIERES Si lon compare ces chiffres aux résultats de 
results, is primarily attributable to higher operating SE POURSUIVENT —__ 4984-1985, |’augmentation des pertes est attribuable 
costs as a result of heavily increased underground a des dépenses d’exploitation plus élevées, qui résul- 
development work in both collieries, as well as the pro- tent d’une forte accélération du tragage dans les deux 
vision of bridge employment opportunities for houilleres, des possibilités d’emplois provisoires of- 
employees affected by the closure of No. 26 Colliery. fertes aux employes touchés par la fermeture de la 
The lower than projected production levels due to houillere no 26 et d'une baisse des niveaux de produc- 
geological problems in the advancing longwalls at tion prévus pour 1985-1986. Cette baisse est causée 
Lingan Colliery and the development shortfall during par des problemes géologiques dans les grandes tailles 
the early part of the fiscal year at Prince Colliery also chassantes de la houillere Lingan et le retard dans les 
contributed to the increased loss. travaux d’aménagement de la houillere Prince au début 


With only two collieries in operation the level of Ce OAT 


overhead costs associated with pensions, workers’ N’ayant plus que deux houilleres en exploitation, la 
compensation payments, and administration charges Société doit assumer des frais généraux relativement 
is relatively high. The Corporation will continue to ex- eleves au chapitre des pensions de retraite, des indem- 
perience losses until the Phalen Colliery becomes nites des accidents du travail et de |’administration. Elle 
operational in 1987/88, at which time an overall positive continuera de subir des pertes jusqu’a ce que la 
cash flow is projected from operations. houillere Phalen entre en exploitation en 1987-1988, 


moment auquel on prévoit des mouvements de caisse 
généralement positifs au chapitre de |’exploitation. 


Nancy MacPhee, Terry Burns and Mike MacKenzie, MIS, Suzanne Lamb, Steve Polegato and Dan Currie, Donkin-Morien 


Finance. Development. 
Mme Nancy MacPhee, MM. Terry Burns et Mike MacKenzie, Mme Suzanne Lamb, MM, Steve Polegato et Dan Currie, 
Systeme d’information de gestion, Finance. aménagement de la houillére Donkin-Morien. 


esses 


Capital expenditures due to the major expansion of 
capacity in the Coal Division totalled $93.7 million, up 
$6.8 million from the $86.9 million expended in 1984/85. 
The major expenditure areas are the Phalen Colliery 
Development Project and the Victoria Junction Coal 
Preparation Plant Expansion Project ($51.9 million), 
Lingan Colliery ($14.7 million), Prince Colliery ($8.9 
million) and the Donkin-Morien Development Project 
($8.0 million). 


Distribution of Costs 
1985/86 


Other © 
10.0% *. 


Depreciation 


. 


Pensions 
9.0% 


Ma teria ls 
16.0 Y% 


Wages/Salaries 
50.0 % 


To achieve effective financial control, several financial 
procedures were introduced to improve accountability 
and control throughout the Coal Division during the past 
year. These measures, which include a capital expen- 
diture control procedure, a new financial costing 
system, improved purchasing procedures, and a more 
detailed operating budget process, will enhance the 
accounting and reporting of all the operating locations 
throughout the Corporation. To improve the calibre and 
availability of information with which managers make 
decisions, the Management Information Systems (MIS) 
activities are also being upgraded and managed more 
effectively and becoming more supportive of user 
needs. 


FINANCIAL 
CONTROLS 
IMPLEMENTED 


MISE EN 
APPLICATION 
DE MECANISMES 
DE CONTROLE 
FINANCIER 


Les dépenses en immobilisations liées aux importants 
projets d’augmentation de la capacité de la Division des 
charbonnages s’élevaient a 93,7 millions de dollars au 
total, ce qui correspond a une augmentation de 6,8 
millions de dollars par rapport aux 86,9 millions de 
dollars dépensés en 1984-1985. Les plus importants 
projets d’investissement visent le projet d’aménage- 
ment de la houillére Phalen et le projet d’expansion de 
l’usine de préparation du charbon de Victoria Junction 
(51.9 millions de dollars), la houillére Lingan (14,7 
millions de dollars), la houillere Prince (8,9 millions de 
dollars) et le projet d’aménagement Donkin-Morien (8,0 
millions de dollars). 


Répartition des Coats 
1985/86 


‘A wires an 
10,0% *. 


Traitement et Salatres 
50,0 % 


Au cours du dernier exercice, plusieurs mécanismes 
financiers ont été mis en place en vue d’exercer un con- 
trdle financier efficace et d’améliorer la responsabilité 
et le contrdle en matiére financiére dans |’ensemble 
de la Division des charbonnages. Ces mesures, notam- 
ment un mécanisme de contréle des dépenses en im- 
mobilisations, un nouveau systéme de contréle des 
couts, des méthodes d’achat améliorées et un pro- 
cessus d’établissement des budgets d’exploitation plus 
détaillé, permettront d’améliorer la comptabilité et 
|’établissement des rapports de tous les services d’ex- 
ploitation de la Sociéte. En vue d’améliorer la qualité 
et l’accessibilité des renseignements qui permettent 
aux gestionnaires de prendre les décisions, nous nous 
appliquons également a améliorer et a gérer de facon 
plus efficace les activités liées aux Systemes d’infor- 
mation de gestion (SIG) afin qu’elles correspondent 
davantage aux besoins des utilisateurs. 


Since the fire in No. 26 Colliery in April, 1984, the Cor- 
poration has been operating with the Lingan and Prince 
collieries. Production levels of 1,275,000 tonnes and 
922,000 tonnes from Lingan and Prince respectively, 
and output per manshift are lower than last year’s 
primarily because of various mechanical and develop- 
ment problems that occurred and adverse geological 
conditions encountered in both collieries. To prevent 
re-occurrence of these problems, an accelerated 
development program was undertaken at both the 
Prince and Lingan collieries during the year. Improv- 
ed mine planning and scheduling, better maintenance 
systems, and the introduction of the safety and loss 
control management system will contribute to ensur- 
ing higher, more consistent production levels in the 
future. 


In response to another major finding of the compre- 
hensive operational review, the Corporation has 
given the maintenance function a higher profile. New 
maintenance departments have been created which are 
introducing modern maintenance systems and pro- 
cedures and standard maintenance practices 
throughout all operating units of the Corporation. The 
introduction of major maintenance systems is, of 
necessity, a long-term process and the full benefits will 
not be realized immediately. 


One of the most critical areas that needed to be ad- 
dressed was the Corporation’s poor safety record. Dur- 
ing 1985/86, the Corporate Management Safety System 
of the International Loss Control Institute, a manage- 
ment training guide on loss control principles, was in- 
troduced. Over 600 employees, including all levels of 
management, as well as executive members of the 
unions, have participated in a series of three-day 
workshops designed to introduce the system. This in- 
itiative is not only being introduced to improve the Cor- 
poration’s poor safety record and eliminate un- 
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Depuis |’incendie qui s’est déclaré a la houillére no 26 
en avril 1984, la Société exploite les houilleres Lingan 
et Prince. Les niveaux de production de 1,275,000 ton- 
nes et de 922,000 tonnes a Lingan et Prince respec- 
tivement et le rendement par poste-personne, sont plus 
faibles que l’an dernier, surtout a cause de problemes 
meécaniques et d’aménagement divers qui sont 
survenus et de mauvaises conditions géologiques dans 
les deux houilleres. Afin d’éviter que ces problemes ne 
se repetent, un programme accéleré d’aménagement 
a ete entrepris aux houilléres Prince et Lingan au cours 
de l'année. L’amélioration de la planification et de 
l’établissement des calendriers des mines, de meilleurs 
systemes d’entretien et la mise en place d’un systeme 
de gestion de la sécurité et des pertes contribueront 
au maintien de niveaux de production plus élevés et 
plus constants a |’avenir. 


En response a une autre importante constatation de 
l’examen opérationnel exhaustif, la Société a décidé 
d’accorder une plus grande importance a la fonction 
d’entretien. De nouveaux services d’entretien ont été 
mis Sur pied et ces derniers utilisent des méthodes et 
des systemes d’entretien modernes et des pratiques 
d’entretien normalisées dans toutes des unités d’exploi- 
tation de la Société. La mise en place de systemes 
d’entretien d’envergure constitue nécessairement un 
processus a long terme, et on n’en connaitra pas tous 
les avantages immédiatement. 


L’un des plus importants problemes que devait régler 
la Société concernait le nombre élevé des accidents 
du travail. En 1985-1986, nous avons mis en applica- 
tion le systeme de sécurité de |’International Loss Con- 
trol Institute, présenté sous forme de guide de forma- 
tion sur les principes du contrdéle des pertes et destiné 
ala Direction. Plus de 600 employés, notamment tous 
les niveaux de gestion, ainsi que des dirigeants syn- 
dicaux, ont participé a une série d’ateliers d’une durée 
de trois jours au cours desquels on expliquait le 
systéme. Cette initiative n’a pas uniquement pour but 


Taux de Fréquence Des Accidents 
(année civile) 


necessary losses, but it also has far-reaching human 
resource implications resulting from more effective in- 
dustrial control practices. Initial results of the program 
are encouraging. The accident frequency rate has im- 
proved by 8.15% over the previous year to 248 ac- 
cidents per million manhours, with most of the improve- 
ment occurring subsequent to the introduction of the 
program. 


The comprehensive review also highlighted the need 
for a substantial upgrading of first line Supervisors as 
being critical to improved productivity. As well as pro- 
viding these supervisors with management training, a 
new, phased corrective discipline program was in- 
troduced to ensure that consistent and fair discipline 
measures are being applied throughout the Corpora- 
tion. All first line supervisors were trained to use this 
system and tangible results are becoming evident. 


When compared to industry norms, the Corporation’s 
level of absenteeism for both the workforce and super- 
visors is excessive. Programs to improve attendance 
have been instituted and results are very encouraging. 
The overall rate has improved by 10% over that of 
1984/85. Over the next five years, the Corporation ex- 
pects to reduce absenteeism rates by 25%. 


To strengthen the identity and to improve the perfor- 
mance of the confidential employees, the Hay Salary 
Administration System was adopted by the Corpora- 
tion this year to ensure internal equity and external 
relativity of compensation for similar jobs. The use of 
formal performance evaluations as a basis for deter- 
mining compensation levels is also being instituted for 
this group of employees. 


opment 


MM. Joe MacIntyre et Kevin Beaton, aménagement de la 
houillére Phalen 
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de reduire le nombre élevé d’accidents du travail ala 
Société et d’éliminer les pertes inutiles, mais a égale- 
ment d’importantes répercussions sur les ressources 
humaines par le biais de pratiques de contrdle in- 
dustrielles plus efficaces. Les premiers résultats du pro- 
gramme sont encourageants. Le taux de fréquence des 
accidents s’est amélioré de 8,15% par rapport a |’an- 
née précédente, pour s’établir a 248 accidents par 
million d’heures-personnes. La plus importante 
amelioration ayant été constatée apres la mise en ap- 
plication du programme. 


Les auteurs de |’étude ont également souligné qu’un 
programme exhaustif de recyclage des surveillants de 
premier niveau était essentiel a |’amélioration de la pro- 
ductivité. Outre la formation en gestion offerte a ces 
surveillants, nous avons mis sur pied un nouveau pro- 
gramme de discipline corrective échelonnée sur 
plusieurs étapes afin de s’assurer de l’application de 
mesures disciplinaires justes et uniformes dans 
l'ensemble de |l’entreprise. Tous les surveillants de 
premier niveau ont appris a utiliser ce systeme et on 
commence a en voir les résultats. 


Si on le compare aux normes de l'industrie, le taux 
d’absentéisme chez les travailleurs et les surveillants 
de la Société est excessif. Des programmes visant a 
ameéliorer l’assiduité ont été mis sur pied, et les résultats 
sont tres encourageants. Le taux global s’est amélioré 
de 10% par rapport a 1984-1985. Au cours des cing 
prochaines années, la Société s’attend a une réduc- 
tion des taux d’absentéisme de l’ordre de 25%. 


En vue d’accroitre le sentiment d’appartenance des 
employés de confiance et d’améliorer leur rendement, 
la Société a adopté cette année le systeme Hay d’ad- 
ministration des salaires afin de s’assurer que les 
employés qui occupent un poste semblable a la SDCB 
touchent la méme remuneration, et que cette derniére 
se compare a celle versée a |’extérieur pour les emplois 
similaires. On se sert également de |’évaluation of- 
ficielle du rendement pour déterminer les taux de 
rémuneération de ce groupe d’employés. 


Zé Liss abne ie os Sas 
The new Banking and Lifting Center at Victoria Junction. 
Le nouveau centre de stockage et de chargement du charton de 
Victoria Junction 


Human resource policies and programs are 
being systematically introduced in the Corporation to 
improve management-employee relations and 
employee attitudes. Grievances are numerous but have 
declined by 50% from last year. The negotiating pro- 
cess continues with contracts settled with eight of the 
twelve bargaining units. 


It will take time to fully realize the improvements 
resulting from the strategic management initiatives in- 
troduced during the past year. What has principally 
been achieved during 1985/86 has been the planning 
and building of a strong foundation for the Coal Divi- 
sion, which will ultimately enable it to achieve the goal 
of financial self-sufficiency as a competitive company 
in the energy industry. 


The development of the Phalen Colliery and the 
associated Victoria Junction Coal Preparation Plant ex- 
pansion is considered crucial to the long-term success 
of the Coal Division. High quality coal from the Phalen 
Colliery will replace the lost production from the No. 
26 operation. A third colliery will bring economies of 
scale to the Corporation’s surface and administration 
costs. State-of-the-art equipment and technology is be- 
ing introduced in this colliery which will significantly 
lower costs and improve output per manshift. The 
development of the Phalen Colliery is progressing 
favourably and is scheduled to be completed early in 
the fiscal year 1987/88. This colliery will produce 1.5 
million saleable tonnes annually. The Victoria Junction 
Coal Preparation Plant expansion will be completed at 
a time to coincide with the Phalen Colliery becoming 
operational. 


The second access tunnel is presentiy underway at the 
Donkin-Morien Development Project. This tunnel is re- 
quired to allow unrestricted future development of this 
mine when markets warrant. 


Capital Expenditures 


(millions of dollars) 


1981/82 1982/83 1983/84 LI8WS5 1985/86 
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Nous mettons systématiquement en application des 
politiques et des programmes de ressources humaines 
dans la Société afin d’améliorer les relations entre la 
direction et les employés et les attitudes des employés. 
Les griefs sont nombreux, mais ont diminué 50% par 
rapport al’an dernier. Le processus de négociation se 
poursuit, des contracts ayant été signés avec huit des 
douze unités de négociation. 


|| faudra mettre un certain temps avant de réaliser 
pleinement les améliorations qui découle des initiatives 
de gestion stratégique mises en application au cours 
du dernier exercice. Comme réalisation principale de 
l’exercice 1985-1986, nous avons réussi a planifier et 
a édifier une base solide pour la Division des charbon- 
nages, ce qui lui permettra d’atteindre |’autosuffisance 
financiere en tant qu’entreprise concurrentielle dans 
l'industrie de |’énergie. 

L’aménagement de la houillere Phalen et le projet con- 
nexe d’expansion de |’usine de préparation du char- 
bon de Victoria Junction sont considérés comme étant 
essentiels au succes a long terme de la Division des 
charbonnages. La houille de qualité supérieure de la 
houillere Phalen remplacera la perte de la production 
attribuable a la fermeture de la houillere no 26. Une 
troisieme houillere permettra a la Société de réaliser 
des économies d’échelle au chapitre des dépenses 
liées aux activités de surface et a |’administration. 
Grace au matériel et a la technologie de pointe utilisés 
dans cette houillere, on pourra réduire de beaucoup 
les frais et augmenter le rendement par poste- 
personne. L’aménagement de la houillére Phalen pro- 
gresse bien et on preévoit que les travaux seront ter- 
mines au début de |’exercice financier de 1987-1988. 
Cette houillere produira chaque année 1,5 millions de 
tonnes de houille vendable. L’expansion de |’usine de 
préparation du charbon de Victoria Junction sera ter- 
minée au méme moment que la mise en exploitation 
de la houillere Phalen. 


La construction du deuxieme tunnel d’accés au projet 
d’aménagement Donkin-Morien est en cours. On a‘be- 
soin de ce tunnel afin de pouvoir exploiter a volonteé 
cette mine a l’avenir lorsque les marchés le justifieront. 


Dépenses en Capital 


(en millions de dollars) 


The Corporation is aggressively pursuing the commer- 
cial development of coal-water-fuel, a process 
technology that could substantially improve the sales 
potential for the Corporation’s coal. It is recognized 
that ways must be found to improve the saleability of 
its lower quality coal in order to satisfy increasingly 
environmentally-conscious energy markets. Successful 
burn tests have been completed in Chatham, New 
Brunswick and presently the Corporation, in coopera- 
tion with the National Research Council, is in the pro- 
cess of perfecting the burner technology, which is 
fundamental to the commercialization of coal-water- 
fuels. Marketing and engineering feasibility studies are 
being finalized and proposals for the construction of 
a commerical plant are expected to be developed dur- 
ing 1986/87. In the longer term, coal-water-fuels offer 
significant potential for increased sales for CBDC ther- 
mal coal. 


With over sixty percent of the Coal Division’s costs be- 
ing labour related, many of the initiatives introduced 
this past year are oriented toward the Corporation’s 
people. Improved safety standards, productivity and ef- 
ficiency are the key to the Corporation’s future success. 
New human resource policies and programs are being 
developed and instituted to ensure fair and equitable 
treatment of all employees. New internal and external 
communication programs are being developed to 
prepare the workforce, as well as the community at 
large, for the implications of changes taking place in 
the Coal Division and the coal mining industry. 


To achieve the Coal Division’s mission of operating a 
commercially oriented and market competitive coal 
company will require the full support and dedication of 
its employees. The benefit to the employees and to the 
community at large will be ongoing investment in the 
Cape Breton coal industry, thereby providing continued 
employment and an improved economic base. 
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La Société poursuit de fagon dynamique la mise au 
point commerciale de la technologie des combustibles 
mixtes eau-charbon qui pourrait grandement améliorer 
les possibilités de vente de houille de la Société. Nous 
reconnaissons qu’il faut trouver des moyens pour 
augmenter les possibilités de vente de la houille de 
qualité inférieure afin de satisfaire les marchés de 
l’énergie qui se préoccupent de plus en plus de milieu. 
On a terminé avec succes des essais de combustion 
a Chatham, au Nouveau-Brunswick, et la Société, en 
collaboration avec le Conseil national de recherches, 
perfectionne actuellement la technologie de combus- 
tion, élément essentiel de la commercialisation des 
combustibles mixtes eau-charbon. 


On termine actuellement des études de commercialisa- 
tion et de faisabilité technique, et on prévoit que des 
projets de construction d’une usine commerciale seront 
élaborés au cours de |’exercice 1986-1987. A plus long 
terme, les combustibles mixtes eau-charbon pourraient 
permettre a la SDCB d’augmenter substantiellement 
ses ventes de charbon thermique. 


Comme plus de soixante pour cent des dépenses de 
la Division des charbonnages sont liés a la main- 
d’oeuvre, la plupart des initiatives mise en oeuvre au 
cours de l’année sont axées sur les ressources hu- 
maines. L’amélioration des normes de sécurité, de la 
productivité et de l’efficacité, voila la clef du succes 
futur de La Société. De nouvelles lignes de conduite et 
de nouveaux programmes en matiére de ressources 
humaines sont élaborés de nouveaux programmes de 
communication interne et externe afin de préparer les 
travailleurs et l'ensemble de la collectivité a faire face 
aux incidences de |’évolution de la Division des char- 
bonnages et de l'industrie de |’extraction de la houille. 


Si elle veut respecter sa mission, qui consiste a ex- 
ploiter une société houillere a vocation commerciale 
et compétitive, la Division des charbonnages aura be- 
soin de l’appui et du dévouement sans reserve de ses 
employés. Les employés et l'ensemble de la collectivité 
en bénéficieront, puisque la Société pourra maintenir 
ses investissements dans |’industrie miniére du Cap- 
Breton et continuer ainsi de fournir des emplois et 
d’améliorer l’'assise économique de la région. 


Coal Division - Five Year Statistical Summary 
La Division des charbonnages - Sommaire Statistique des cing derniéres Années 


For the Year Ended March 31 
Pour d’exercices prenant fin le 31 mars 


1982 1983 1984 1985 1986 
Number of Employees 4 484 4 466 4 291 3 495 3 580 Nombre d’employés 
Financial Finances 
(millions of dollars) (en millions de dollars) 
kevenue MILLS 170.1 139.2 159.8 181.7 Recettes 
Expenditures 134.1 216.6 188.8 169.8 198.6 Depenses 
Losses Dhas: 46.5 49.6 10.0 16.9 Pertes 
Capital Expenditures fol! Szae Olay 86.9 OBath Dépenses en 
immobilisations 
Sales Breakdown Ventilation des ventes 
(000’s tonnes) (en milliers de tonnes) 
NSPC 949 | aug el 2 068 1 868 SHNE 
Overseas Bit 1 196 1 021 324 552 Ventes outre-mer 
Other Domestic 434 Cat 189 145 alut Autres ventes au Canada 
Total Sales 1 960 2 840 Be ee! 2 Bayh 2 637 Total des ventes 
Production Production 
(000’s tonnes) (en milliers de tonnes) 
High Grade 1 t21 1 279 990 367 427 Qualité supérieure 
Thermal 1 081 e220) 1 810 2 043 ho) Houille thermique 
Total Production PeZ2 2 499 2 800 2 410 2 197 Total des productions 
Output Per Manshift Rendement par 
(tonnes) AMT 4.5 5.0 thal 5.9 poste-personne 


ae 


Loading coal for export. 


Chargement du charbon destiné aux marches d’excportation. 


Reginald Broderick operating a lathe at the Phalen Colliery 
Development. 


M. Reginald Broderick aux commandes d’un tour a la 
houillére Phalen. 
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Industrial Development 
Division 
The past year saw an evolutionary change in private 


sector programming offered by the Industrial Develop- 
ment Division (IDD). 


Through an extensive series of public meetings, 
representatives from all industry sectors, in all 
geographic regions of Cape Breton, presented ideas 
that contributed to the core of the Division’s five year 
development plan. 


At fiscal year end, the Industrial Development Division 
of the Cape Breton Development Corporation had com- 
mitted $10.8 million which leveraged investment of an 
additional $17.3 million into the Cape Breton economy. 
In total, 374 new jobs were created with an additional 
251 maintained. A breakdown of investment and jobs 
by industry sector is described in the following table. 


In the fish processing sector, the largest investment 
commitments included a $2.0 million loan to Clear- 
water Lobster Limited to establish an $8.0 million 
lobster processing operation in the Arichat area, and 
bridge financing of $2.6 million for Highland Fisheries 
to build a new state-of-the-art $7.5 million processing 
facility in Glace Bay. 


The Corporation furthered its initiatives in aquaculture 
by diversifying the industry in supporting salmon smolt 
production, commercial salmon operations, and the ex- 
perimental testing of mussel growing. Trout production 
levels were also maintained throughout the year. 


In the marine sector, due to the current adverse 
economic state of this industry, the Corporation’s ef- 
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Division du Développement 
Industriel 


L’année écoulée a vu une évolution dans les program- 
mes qu’offre la Division du développement industriel 
(DDI) au secteur prive. 


Grace a une série de réunions publiques de vaste 
envergure, des représentants de tous les secteurs de 
l'industrie, dans toutes les regions géographiques du 
Cap-Breton, ont emis des idées fort utiles dans 
|’élaboration du plan d’exploitation quinquennal de la 
Division. 


A la fin de l’exercice financier, la Division du développe- 
ment industriel de la Société de développement du 
Cap-Breton avait engagé 10,8 millions de dollars, qui 
a leur tour ont entrainé des investissements sup- 
plementaires de 17,3 millions de dollars dans 
l'économie du Cap-Breton. Au total, 374 nouveaux 
emplois ont été créés et 251 autres sauvegardés. Le 
tableau ci-apres donne une ventilation des_ in- 
vestissements et des emplois, par secteur industriel. 


Dans le secteur de la transformation du poisson, les 
engagements les plus considérables au chapitre des 
investissements comprenaient un prét de 2 millions de 
dollars consenti pour la Clearwater Lobster Limited en 
vue de |’établissement d’une installation de transfor- 
mation du homard de 8 millions de dollars pour la 
région d’Arichat et le financement provisoire de 2,6 
millions de dollars dont a bénéficié la Highland 
Fisheries en vue de la construction d’une usine de 
transformation de pointe de 7,5 millions de dollars, a 
Glace Bay. 


La Société a encouragé les projets d’aquiculture en 
diversifiant l’industrie et en appuyant la production de 
tacons, les activités commerciales touchant le saumon 
et les essais relatifs a l’élevage des moules. Par 


Private Sector Investment Activities 


Activités relatives aux investissements du secteur privé 


I.D.D. Leveraged Jobs Jobs 
Investment Investment Maintained Created 
(in millions of dollars) 
Investisse- 
Investisse- ments due 
sements de a l’effet Emplois Emplois 
la DDI de levier sauvegardes créés 
(en millions de dollars) 
Fisheries Unit 6.3 12.6 66 166 Secteur des péches 
Manufacturing & 3.4 4.5 102 USSF Secteur de la 
Small Business Unit fabrication et des 
petites entreprises 
Tourism Unit 0.9 OF? 83 5] Secteur du tourisme 
Agriculture Unit O02 . - Secteur de 
agriculture 
10.8 ies 5 374 
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forts concentrated on maintaining and stabilizing the 
workforce. Bridge financing of $0.7 million permitted 
Cheticamp Boat Builders Limited to employ 23 persons 
during the construction of two 50-foot fishing vessels. 


During the fiscal year 1985/86 particular emphasis was 
placed on encouraging the manufacture of consumabie 
products that are purchased by heavy industry in Cape 
Breton. As a direct result of this Market Support Pro- 
gram, supply contracts with an estimated gross value 
of $15.5 million, replacing products previously provid- 
ed through foreign suppliers, were awarded to three 
Cape Breton companies. 


The manufacturing unit also provided assistance to 
Canadian Automotive Radiator Exchange and 
Manufacturing Limited, a Nova Scotia company pro- 
ducing a complete line of components for radiator 
cores. This company received a $1.7 million equipment 
loan from the Corporation toward a $4.6 million pro- 
ject that will employ 66 people. A local company, In- 
dustrial Welding Limited of Cheticamp, expanded its 
metal fabricating capabilities by erecting and equip- 
ping anew 14,000 sq. ft. manufacturing facility adjacent 
to its existing operation. The manufacturing unit pro- 
vided $0.2 million in loan assistance toward this $1.1 
million project that will create 10 jobs. 


Construction of the new Highland Fisheries Plant in Glace 
Bay. 


Construction de la nouvelle usine de transformation du poisson 
de la Highland Fisheries & Glace Bay. 


MANUFACTURING 
& SMALL BUSINESS 
CLIMATE IMPROVES 


LE CLIMAT 
S’AMELIORE DANS 
LE SECTEUR DE 
LA FABRICATION 
ET DES PETITES 
ENTREPRISES 


ailleurs, on a maintenu pendant toute |l’année les 
niveaux de production de la truite. 


En raison des conditions économiques actuelles 
défavorables dans le secteur des activités maritimes, 
la Société a axé ses efforts sur le maintien et la 
stabilisation de l’effectif. Le financement provisoire de 
0,7 millions de dollars a permis a la Cheticamp Boat 
Builders Limited d’employer 23 personnes durant la 
construction de deux bateaux de péche de 50 pieds. 


Pendant |’exercice financier de 1985-1986, on a Sur- 
tout cherché a encourager la fabrication de produits 
consommables qui sont achetés par |’industrie lourde 
au Cap-Breton. Ce programme de soutien des marchés 
a eu pour conséquences directes |’adjudication, a trois 
sociétés du Cap-Breton, de marchés d’approvisionne- 
ment d’une valeur brute estimative de 15,5 millions de 
dollars. Auparavant, on se procurait ces produits 
aupres de fournisseurs étrangers. 


Le secteur de la fabrication a aussi fourni de l’aide a 
la Canadian Automotive Radiator Exchange and 
Manufacturing Limited, une société néo-écossaise qui 
produit une gamme complete de piéces de radiateurs 
et qui a recu de la Société un prét de 1,7 millions de 
dollars au chapitre de I’équipement en vue de la réalisa- 
tion d’un projet de 4,6 millions de dollars qui employera 
66 personnes. Une société locale, la Industrial Welding 
Limited de Chéticamp, a agrandi ses installations de 
fabrication de produits en métal grace a la construc- 
tion d’une nouvelle installation de fabrication de 14 000 
pied carré a cote de son établissement actuel, et a 
l’'achat d’équipement. Le secteur de la fabrication a 
consenti un prét de 0,2 millions de dollars au titre de 
ce projet de 1,1 millions de dollars qui entrainera la 
création de 10 emplois. 


John Currie, President, Internav & Micronav - 
ported by the Industrial Development Division. 


a business sup- 


M. John Currie, président d'Internav & Micronav, entreprise 
beneficiant de 'appui de la Direction du développement 
industriel. 
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es, 


As a measure to encourage the further development 
of the Island’s industrial infrastructure, the Industrial 
Development Division invested a total of $0.2 million 
for the construction of three 6,000 sq. ft. incubator malls 
located in Port Hawkesbury, North Sydney, and Glace 
Bay. 


During the past year, the tourism unit of the Industrial 
Development Division underwent a fundamental opera- 
tional change from past involvement, which centered 
on Corporation-owned facilities, to one in which private 
sector support was emphasized. 


The tourism operations of the Industrial Development 
Division, including Dundee Resort, the restaurants at 
Louisbourg, and Island Crafts, maintained 120 seasonal 
jobs, infused $1.1 million of expenditures into the local 
economy, and generated an operating profit of $0.1 
million. 


As these operations mature financially, they will be sold 
to private sector interests. As stated in the five year 
plan, the Industrial Development Division expects to 
have all operations in private hands by 1990. 


The tourism unit provided new programming direction 
aimed at private operations along with support for enter- 
tainment and heritage groups. It also provided an ex- 
pansion of its accommodation upgrading program to 
include food establishments and campgrounds as well 
as motel and cottage developments. 


The majority of assistance in the agriculture sector was 
concentrated in; lime support, Christmas tree produc- 
tion and marketing, bull and ram rental, finished cattle 
development, and equipment purchasing programs. 


During the fiscal year, the Corporation’s two farms were 
used to demonstrate the production of grain and the 
finishing of beef cattle using locally grown forage. In 
addition, the demonstration farms served as the base 
for training courses and committee meetings involving 
10-12 agricultural groups. At year end, the |.D. Division, 
in cooperation with the Nova Scotia Department of 
Agriculture, sponsored evening and weekend training 
for various agricultural courses. 


The Corporation continued to operate its 540 acre in- 
dustrial park at Point Edward, offering land and building 
space to approximately thirty-five tenants. During the 
year, the Corporation began, for the first time, to offer 
land for sale to prospective new tenants. At year end, 
the |.D. Division was in the process of acquiring new 
building space within the Park to meet increased de- 
mand for rental and lease accommodation. 


As in the previous fiscal year, the Industrial Develop- 
ment Division continued to reduce administration costs. 


INCUBATOR MALLS 
UNDER CONSTRUCTION 


CONSTRUCTION 
DE CENTRES 
DE LANCEMENT 
D’ENTREPRISES 


TOURISM 
INITIATIVES 
DIRECTED AT 

PRIVATE SECTOR 


PROJETS 
TOURISTIQUES 
AXES SUR LE 
SECTEUR PRIVE 


AGRICULTURE 
ACTIVITIES 
EXPAND 


EXPANSION DES 
ACTIVITES 
AGRICOLES 


SYDPORT 
RESPONDS TO 
INCREASED NEED 
FOR INDUSTRIAL 
ACCOMMODATION 
LE PARC 
INDUSTRIEL 
SYDPORT REPOND 
AUX BESOINS 
ACCRUS DE 
LOCAUX 
INDUSTRIELS 


Afin d’encourager le développement plus poussé de 
infrastructure industrielle de Il’ile, la Division du 
développement industriel a investi 0,2 millions de 
dollars au total pour la construction de trois centres de 
lancement d’entreprises, d’une superficie de 6000 pied 
carre a Port Hawkesbury, North Sydney et Glace Bay. 


Au cours de |’année derniére, le secteur du tourisme 
de la Division du développement industriel a subi des 
changements fondamentaux au niveau des opérations. 
En effet, auparavant les installations appartenaient a 
la Société alors que maintenant nous insistons sur |’ap- 
pui du secteur prive. 

Les operations touristiques de la Division du développe- 
ment industriel, y compris le centre Dundee Resort, les 
restaurants a Louisbourg, et le magasin Island Crafts 
ont permis de conserver 120 emplois saisonniers, d’in- 
jecter 1,1 millions de dollars dans |’économie locale, au 
titre des dépenses, et de générer des profits de 0,1 
millions de dollars au chapitre de |’exploitation. 

Ces établissements touristiques seront vendus au 
secteur privé a mesure qu’ils deviennent rentables. 
Comme il est indiqué dans le plan quinquennal, la Divi- 
sion du développement industriel prevoit que tous ces 
établissements seront privatisés d’ici a 1990. 

Le secteur touristique a offert de nouveaux program- 
mes aux entreprises privées ainsi qu’un appui aux 
groupes de protection du patrimoine et a ceux qui 
organisent des activités récréatives. Il a aussi étendu 
son programme d’ameélioration de |’hébergement qui 
comprend maintenant les services alimentaires, les ter- 
rains de camping, ainsi que |’expansion des motels et 
des chalets. 


L’aide au secteur agricole visait surtout l’'approvisionne- 
ment en chaux, la production et la commercialisation 
d’arbres de Noél, la location de taureaux et de béliers, 
la finition du bétail et l’achat d’équipement. 


Pendant l’exercice financier, on a eu recours aux deux 
exploitations agricoles de la Société pour démontrer 
la production de grains et la finition du bétail par 
utilisation de fourrage cultivé sur place. De plus, les 
fermes expérimentales ont servi de base pour des 
cours de formation et pour des réunions de comité aux- 
quels participaient de 10 a 12 groupes d’agriculteurs. 
A la fin de l'année, la DDI, en collaboration avec le 
ministére de |’Agriculture de la Nouvelle-Ecosse, a par- 
rainé divers cours de formation agricole donnés le soir 
et en fin de semain. 


La Société a continué d’exploiter son parc industriel 
de 540 acres a Point Edward et a offert des terrains 
et des locaux a quelque trente-cing locataires. Au cours 
de l’année, la Societé a commencé, pour la premiere 
fois a offrir de vendre des terrains aux nouveaux 
locataires éventuels. A la fin de l'année, la DDI était 
en train de faire |’acquisition de nouveaux locaux dans 
le parc afin de répondre a la demande accrue. 


Comme au cours de |’exercice financier precedent, la 
Division du développement industriel a continue de 
réduire ses frais d’administration. 
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Pursuant to the recommendations of the Cape Breton 
Advisory Committee chaired by Dr. Teresa MacNeil, a 
new agency, Enterprise Cape Breton (ECB), was an- 
nounced by the Government of Canada. Enterprise 
Cape Breton offers the widest range of investment in- 
centives available in Canada. A portion of the ECB 
budget will be provided from the |.D. Division through 
agreement with the Corporation’s Board. 


Over the next few months, the interrelationship between 
the new development agency, Enterprise Cape Breton 
(ECB), and the Industrial Development Division will be 
clarified and formalized. Both agencies will work closely 
together to stimulate industrial growth throughout Cape 
Breton. 
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Conformément aux recommandations du comité con- 
sultatif du Cap-Breton, présidé par Mme Teresa 
MacNeil, le gouvernement du Canada a annoncé la 
création de la nouvelle agence Entreprise Cap-Breton 
(ECB), qui offre toute une série de stimulants aux in- 
vestisseurs. Grace a une entente avec le Conseil d’ad- 
ministration de la Société, une partie du budget d’ECB 
proviendra de la Division du développement industriel. 


Au cours des prochains mois, les relations entre la 
nouvelle agence de développement, Entreprise Cap- 
Breton (ECB), et la Division du développement in- 
dustriel seront clarifies et officialisées. Les deux 
organismes travailleront en etroite collaboration pour 
stimuler la croissance industrielle au Cap-Breton. 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


Notes complémentaires (suite) 
31 mars 1986 


4. Engagements 


a) Les engagements relatifs aux projets en immobilisations concernant |’exploitation miniére en cours compren- 
nent les montants suivants: 


environ 29 770 O00 $ pour le matériel minier souterrain; 
environ 9 410 000 $ pour les autres installations. 


b) En mai 1984, le gouvernement du Canada s’est engagé a mettre en valeur la mine Phalen. Le coi total de 
mise en valeur devrait s’élever a environ 181 600 000 $ dont un montant de 89 000 000 $ devrait étre ap- 
prouve pour |’exercice 1986-1987. 

c) La Société a obtenu l’approbation du Gouvernement d’affecter une somme de 16 000 000 $ du budget des 
investissements pour |’exercice 1985-1986 au parachévement d’une deuxiéme galerie a la mine Donkin-Morien 
ce qui portera le total du budget approuvé a environ 80 000 O00 $. Jusqu’a ce jour, la Société a engagé en- 
viron 8 000 000 $ de cette somme. Une fois cette galerie terminée, la Société évaluera la viabilité du projet 
global avant d’entreprendre d’autres travaux et tiendra compet des contreparties economiques, commerciales 
et stratégiques reliées aux couts importants de mise en valeur souterraine de la mine. 


d) La Société loue le General Mining Building qui abrite les bureaux de la Division des charbonnages. La durée 
du bail est de 20 ans, a partir de juin 1984 et comporte des versements d’environ 1 300 000 $ par année, 
au taux d’intérét actuel de 12,5%. Les versements annuels exigibles en vertu de ce bail fluctuent selon les taux 
d’intérét hypothécaires du bailleur. 


5. Contrat de vente a long terme 


La Société et Nova Scotia Power Corporation ont conclu un accord portant sur la livraison, a cette derniére, 
d’une partie considérable de la production de charbon de la Société. Cet accord expirera en 2011. 


6. Regime de retraite 


Une évaluation actuarielle du régime de retraite non contributif de la Société en date du 31 décembre 1982 a 
révelé |’existence d’une dette aciuarielle non capitalisée de 59 800 000 $. Les compies au 31 mars 1986 ne 
comprenaient aucune provision a |’égard de ce passif. Le montant annuel minimal requis pour services 
antérieurs et actuels, incluant les prestations de retraite, sera d’environ 9 400 000 $ par an de 1986 a 1988 


et de 3 700 000 $ de 1989 a 1997. 
Les prestations de retraite actuelles totalisent environ 9 600 000 §$ et le solde sera finance par la Societe 
chaque année. 


7. Impéts sur le revenu 


La Société réclamera des crédits d’impét a |’investissement a |’égard de ses dépenses admissibles engagees 
et de ses éléments d’actif admissibles achetés aprés le 19 avril 1983. Selon la Société, ces crédits se chif- 
freraient a environ 10 000 000 $. Ce montant n’a pas été comptabilisé dans les présents états financiers et 
sera comptabilisé a titre de diminution des dépenses ou des éléments d’actif correspondants une fois recu. 


8. Chiffres correspondants 
Certains chiffres correspondants de 1985 ont été redressés afin de respecter la presentation adoptée pour 
l’exercice en cours. 
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CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


(Established by the Cape Breton Development Corporation Act) 


Consolidated Balance Sheet 


as at March 31 


ASSETS 


Current 
Cash 
Accounts and interest receivable 
Receivable from Province of Nova Scotia 
Receivable from Government of Canada 


Inventories (Note 2d) 
Prepaid expenses 


Loans and investments 
Loans 
Investments 


Fixed (Notes 2b and 3) 
Other 
Deferred charges 


LIABILITIES 


Current 
Accounts payable 


EQUITY 


Equity of Canada 


Guarantees (Note 4) 


Commitments (Note 5) 


On Behalf of the Se 


a PDE eer lecf Director 


Vyas, Mba 


Director 


1986 


$ 1 476 
632 


3 800 
207 
US 


6 136 


3 064 
371 


3 436 


368 
784 


000 
773 
806 


731 


858 
980 
838 


13 716 


405 


899 


$23 290 873 


$ 652 


22 638 | 
$ 23 290 873 


873 


321 


952 
873 


1985 


$ 356 


191655 


$ 20 012 


$ 20 012 


403 
950 
493 


000 
712 
902 


460 


211 
563 


774 
134 


ee 
267 


812 


455 
267 


16 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 


Division du développement industriel 


(constituée par la Loi sur la Société de développement du Cap-Breton) 


Bilan consolidé 


au 31 mars 


ACTIF 


A court terme 
Encaisse 
Débiteurs et intéréts a recevoir 


Sommes a recevoir de la province de la 


Nouvelle-Ecosse 


Sommes a recevoir du gouvernement du Canada 


Stocks (note 2d) 
Charges payées d’avance 


Préts et placements 
Préts 
Placements 


Immobilisations (notes 2b et 3) 


Autres éléments d’actif 
Frais reportés 


PASSIF 


A court terme 
Créditeurs 


CAPITAL SOCIAL 


Capital social du Canada 


Garanties (note 4) 


Engagements (note 5) 


Au nom du conseil 


administrateur 


administrateur 


1986 


yy 
3 


371 980 


652 321$ 


22 638 552 
23 290 873$ 


1985 


356 


19 655 


20 012 


403 $ 
950 
493 


000 
712 
902 


460 


211 
563 


774 
134 


899 
267 $ 


20 012 267 


812$ 


455 
267$ 


17 


CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


Consolidated Statement of Equity 
as at March 31 


1986 
Equity at beginning of year $ 19 655 455 
Payments during year from Government of Canada- 
Vote 40 (Note 1) 9 500 000 
29 155 455 
Deduct: Net operating expenses 6 516 903 
Equity at end of year $ 22 638 552 


1985 


$ 20 447 098 


10 615 000 


31 062 098 
11 406 643 


$ 19 655 455 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Etat consolidé du capital social 
au 31 mars 


1986 
Capital social au début de |’exercice 19 655 455$ 
Versements du gouvernement du Canada au cours de 
l’exercice - crédit 40 (note 1) 9 500 000 
29 155 455 
Moins: charges d’exploitation nettes 6 516 903 
Capital social a la fin de l’exercice 22 638 552$ 


1885 


20 447 098$ 


10 615 000 


31 062 098 


11 406 643 
19 655 455% 
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CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


Consolidated Operating Statement 
for the year ended March 31 


Development and operating expenses 
Special recovery projects 
Industrial operations and assistance 
Tourist operations and grants 
New business development assistance 
Marine farming operations 
Real estate operating costs 
Community planning and projects 
Primary production operations 
Scholarships and apprentice programs 
Loss (Gain) on disposal of fixed assets 


Administration expenses 
Salaries 
Office and miscellaneous expenses 
Professional fees 
Operational 
Management contract 
Travelling expenses 


Depreciation and amortization 


Provision for unrecoverable loans and receivables 


Total operating expenses for the year 


Revenue 
‘Tourist operations 
Real estate rentals 
Industrial operations 
Interest 
Marine farming operations 
Primary production operations 


Net operating expenses 


20 


1986 


805) 


1 335 808 
898 


10 561 


1 134 
1 304 
546 
749 
250 
Os) 


_4 044 


$ 6 516 


808 


258 
552 
970 
573 
een 
417 
995 


903 


a a a ee) 


1985 


470 
295 
291 
810 
345 
785 
199 
384 

51 
103 


000 
027 
602 
614 
937 
101 
566 
360 
856 
630 


11 337693 


Salil 


568 
344 


134 
80 
78 


206 


643 
346 
989 
534 


205 
242 
609 
618 
389 

62 
127 


406 


343 
987 


Zon 
820 
348 


789 


361 
500 
861 
343 


861 
284 
186 
284 
107 
978 
700 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Etat consolidé des résultats d’exploitation 


de Vexercice terminé le 31 mars 


1986 1985 
Frais de mise en valeur et charges d’exploitation 
Projets spéciaux de relance - 2 470 000$ 
Exploitation et aide industrielles 1 287 289$ tm29on027, 
Exploitation touristique et subventions 1 683 209 1 291 602 
Aide a la création de nouvelles entreprises P72 "405 1 810 614 
Elevage marin 247 031 1 345 937 
Cotits des opérations immobiliéres 773 770 785 101 
Planification et programmes communautaires 1 815 500 1 799 566 
Autre production primaire 436 319 384 360 
Programmes de bourses et de formation 29 736 51 856 
Perte (gain) a |’aliénation d’immobilisations (1_ 966) 103 630 
_7 843 293 11.337 693 
Frais d’administration 
Salaires 927 402 1 568 343 
Frais de bureau et frais divers She) Sire! 344 987 
Honoraires 
Exploitation 66 933 134 291 
Contrat de gestion - 80 820 
Frais de déplacement 75 884 78 348 
1 Shs ASA 2 206 789 
Amortissements 1535) 613 1 643 361 
Provision pour préts et créances irrécouvrables pee (1998805) 346 500 
_1 335 808 __1 989 861 
Total des charges d’exploitation de |’exercice 10 561 898 15 534 343 
Produits 
Exploitation touristique 1 134 258 1 205 861 
Loyers - opérations immobiliéres 1 304 552 192425284 
Exploitation industrielle 546 970 609 186 
Intéréts 749 573 618 284 
Elevage marin 250 225 389 107 
Autre production primaire — Beaty 62 978 
4 044 995 __4 127 700 
Charges d’exploitation nettes 6 516 903$ 11 406 643% 


CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


I SS SE PAAR SO STEEN RE ITE RIB BETES LLL LEME EEE NOTES DEEELENEE  LDE ELLE ELL ONAL CSN ELT VELBA IE LEED ELLEL EEL LL ALLELES ELE LASER LLE EDL D LON ELLE AE DEE 


Consolidated Statement of Changes in Financial Position 
for the year ended March 31 


1986 


Cash from financing activities 
Payments from Ottawa - Vote 40 $ 9 500 000 
Decrease in long term debt : 


Cash from operating activities 
Net operating expenses (6 516 903) 
Charges (credits) not affecting cash 


Depreciation and amortization 1 535 613 
Loans forgiven 77 385 
Loss (gain) on sale of fixed assets (1 966) 
Provision (recovery) of doubtful accounts (317 835) 

(6 223 706) 


(Increase) decrease in non-cash operating 
working capital* (2-417 797) 
Reduction in deferred charges : 


_(7 641 503) 
Cash for investing activities 
Loan repayment 988 244 
Loan drawdowns (2 047 441) 
Purchase of fixed assets (815 638) 
Proceeds from sale of fixed assets 380 720 
Purchase ofinvestments eee (fag) 
_(1 498 532) 
Increase (decrease) in cash 359) 9635 
Cash at beginning of year _1 116 403 
.Cash at end of year $1 476 368 
“(Increase) decrease in non-cash operating working 
capital 
Accounts receivable $ (2 919 341) 
Inventories : 199 939 
Prepaids 6 096 
Accounts payable 295 509 


$ (2 417 797) 
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1985 


$ 10 615 000 
ZnS 09 


10 588 401 


(11 406 643) 


1 643 361 
59 487 
103 630 
85 004 


(9 515 161) 


925 OiiZ 
810 


(9 422 334) 


1 149 810 
(1 313 998) 
(1 407 189) 

524 831 
(345 000) 


(1.391 546) 
(225 479) 
_1 341 882 


$ 1 116 403 


$ 87 318 
416 689 
i652 

(413 642) 


$ S2mON 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Etat consolidé de lV’évolution de la situation financiere 
de l’exercice terminé le 31 mars 


1986 1985 
Liquidités provenant des activités de financement 
Versements d’Ottawa - crédit 40 9 500 000 $ 10 615 000$ 
Diminution de la dette a long terme . 26599 
9 500 000 10 588 401 
Liquidités affectées aux activités d’exploitation 
Charges d’exploitation nettes (6 516 903) (11 406 643) 
Débits (crédits) n’entrainant pas de mouvements de 
trésorerie 
Amortissements i S85 Oils 1 643 361 
Remises de dettes i385 59 487 
Perte (gain) a la vente d’immobilisations (1 966) 103 630 
Provision pour (recouvrement de) créances (317 835) 85 004 
douteuses —_ = 
(5 223 706) (9 515 161) 
(Augmentation) diminution du fonds de roulement 
d’exploitation hors caisse* (2 Aah TASYA) 92 017 
Diminution des frais reportés Ses a 810 
_(7_ 641 503) _(9 422 334) 
Liquidités affectées aux activités d’investissement 
Remboursement du prét 988 244 1 149 810 
Prélevement sur le pret (2 047 441) (1 313 998) 
Achat d’immobilisations (815 638) (1 407 189) 
Produit de la vente d’immobilisations 380 720 524 837 
Achat de placements ee eS) (345 000) 
(1 498 532) (1 391 546) 
Augmentation (diminution) des liquidités 359 965 (225 479) 
Liquidités au début de |’exercice 1.116 403 1 341 882 
Liquidités a la fin de |’exercice 1 476 368 $ 1 116 403$ 
*(Augmentation) diminution du fonds de roulement 
hors caisse 
Débiteurs (2 919 341) $ 87 318$ 
Stocks 199 939 416 689 
Charges payées d’avance 6 096 1 652 
Créditeurs 295 509 (413 642) 
(2 417 797)$ 92 017$ 
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CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


Notes to the Consolidated Financial Statements 
March 31, 1986 


1. General Policy 


The objects of the Industrial Development Division are to promote and assist the financing and development of 
industry to provide employment on the Island of Cape Breton. In accomplishing these aims, the Corporation 
makes loans and investments, the amounts of which are often in excess of those which would be available 
through normal commercial sources. The Corporation also makes grants to assist enterprises which are con- 
sidered likely to make a substantial improvement to the development of Cape Breton Island. 


The Industrial Development Division is financed by way of vote of the Parliament of Canada. Parliament voted 
$9,500,000 for this purpose during the fiscal year ended March 31, 1986. 


2. Significant Accounting Policies 
a) i) Basis of Consolidation 
The financial statements of the Indusiria! Development Division include the results of the Division and all 
its subsidiaries as explained below. 


Corporation Company 


interest Year end 

Darr (Cape Breton) Limited 

(Real Estate) 100% Dec. 31 
Cape Breton Marine Farming Limited 

(Inactive) 100% March 31 
Whale Cove Summer Village Limited 

(Tourist Accommodations) 62.5% March 31 
Dundee Estates Limited 

(Tourist Accommodations) 100% March 31 


ii) As the financial statements of Whale Cove Summer Village Limited report a deficit equity position 
as at March 371, 1986, and the minority interest in losses to date have been absorbed against the total 
of the minority invested capital, the losses of this company are included in the consolidated net 
operating expenses. As a consequence, no minority interest for this subsidiary is shown in the con- 
solidated balance sheet. 


b) Fixed Assets 


Fixed assets are recorded at cost. The cost and related depreciation of items retired or disposed of are 
removed from the books and any gains or losses are included in the consolidated operating statement. 
Depreciation is provided on the siraight-line method using rates based on the estimated useful lives of the 
assets generally as follows: 


Buildings Up to 20 years 
Equipment 4 to 10 years 
Vehicles 3 to 4 years 


c) Accounting Policy - Certain Subsidiaries 


The statements of Dundee Estates Limited include notes indicating that their statements have been 
prepared on the assumption that the company can continue to operate as a going concern, which 
assumption depends on the continued financial support of Cape Breton Development Corporation. 


d) Inventories 


Inventories are valued at the lower of cost and net realizable value, with cost determined on a first in, first 
out basis. 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Notes complémentaires aux états financiers consolidés 


31 mars 1986 


ibe 


Politique générale 

La Division du développement industriel vise a favoriser |’expansion de |’industrie et a contribuer a son 
financement en vue de fournir de l'emploi aux gens de |’ile du Cap-Breton. La Société atteint ces objectifs par 
l'octroi de préts et par l’investissement de fonds souvent supérieurs aux montants que pourraient fournir les 
sources commerciales ordinaires. De plus, la Société offre des subventions aux entreprises qu’elle juge 
capables de fournir un apport important au développement de |’ile du Cap-Breton. 


La Division du développement industriel est financée au moyen de crédits votés par le Parlement du Canada. 


C’est ainsi que le Parlement a vote des crédits de 9 500 000 $ au cours de |’exercice terminé le 31 mars 
1986. 


Principales conventions comptables 
a) i) Consolidation 


Les etats financiers de la Division du développement industriel comprennent les résultats de la Divi- 
sion et de toutes ses filiales, comme il est explique ci-dessous: 


Participation Fin 
de la Société d’exercice 


Darr (Cape Breton) Limited 


(immobilier) 100% 31 décembre 
Cape Breton Marine Farming Limited 

(inactive) 100% 31 mars 
Whale Cove Summer Village Limited 

(logements touristiques) 62,5% 31 mars 
Dundee Estates Limited 

(logements touristiques) 100% 31 mars 


ii) Comme les états financiers de Whale Cove Summer Village Limited font état d’une situation déficitaire 
au 31 mars 1986 et que la part des actionnaires minoritaires dans les pertes subies jusqu’a mainte- 
nant a été imputée au total du capital investi par les actionnaires minoritaires, les pertes de cette 
société sont comprises dans la perte nette consolidée. Par consequent, la part des actionnaires 
minoritaires dans cette filiale ne parait pas au bilan. 


b) Immobilisations 


Les immobilisations sont comptabilisées au prix coUtant. Le prix coUtant et l’amortissement correspondant 
des biens aliénés sont radiés des livres et les gains ou les pertes qui découlent de ces operations sont in- 
clus dans |’état consolidé des résultats. L’amortissement est calculé suivant la méthode de |’amortisse- 
ment linéaire a des taux fondés sur la durée d'utilisation probable des biens qui s’établit genéralement 
ainsi: 

Batiments jusq’a 20 ans 

Matériel de 4a10 ans 

Vehicules de3a4ans 


c) Convention comptable de certaines filiales 


Des notes des états financiers de Dundee Estates Limited indiquent que les états de cette société ont ete 
dressés selon la convention de la permanence de |’entreprise, laquelle depend de |’appui financier continu 
de la Société de développement du Cap-Breton. 


d) Stocks 


Les stocks sont évalués au prix codtant, déterminé suivant la méthode de l’épuisement successif, ou a la 
valeur de réalisation nette, selon le moins élevé des deux montants. 
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CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


Notes to the Consolidated Financial Statements (continued) 
March 31, 1986 


3. Fixed Assets 1986 1985 

Rental facilities $ 6 236 487 S$, 56475) foe 

Tourist facilities 8503) 872 8 548 716 

Primary industry facilities 1) 748)0) (27 We Wl 
Secondary industry facilities _f 215 937 6 869 996 

23 686 923 23 345 576 

Less: Accumulated depreciation SRO) feiniis' 8 530 442 

$ 13 716 405 $ 14 815 134 


The four categories of fixed assets shown above each include land, buildings and equipment. 


4. Guarantees 


During the 1976 year, the Corporation guaranteed the repayment by Sydney Steel Corporation of that corpora- 
tion’s $70,000,000—11'4% Series D Debentures and the repayment of interest thereon. These funds were bor- 
rowed by Sydney Steel Corporation for the purpose of financing its plant rehabilitation program. The balance 
of the outstanding debentures has since been reduced to $41,860,000. 


The Corporation in 1971 guaranteed the repayment of bank advances to Stora Kopparbergs Bergslags 
Aktiebolag. This guarantee originally amounted to $30,000,000. The balance of advances has since been 


reduced to $9,298,000 of which $14,000 is in U.S. dollars. 

The Corporation made the guarantees for and on behalf of Her Majesty the Queen in right of Canada; 
therefore, any amounts required to be paid shall be paid out of the Consolidated Revenue Fund of Canada 
and not out of funds of Cape Breton Development Corporation. 


5. Commitments 


a) As at March 31, 1986, the Industrial Development Division of the Corporation was committed to expen- 
ditures and loans over and above the amounts included in the financial statements at that time, totalling 
$8,900,000. 


b) In addition, Darr (Cape Breton) Limited, (a wholly owned subsidiary) entered into an agreement with Com- 
monwealth Holiday Inns of Canada Limited wherein Darr (Cape Breton) Limited agreed to finance a 
$5,500,000 capital program including expansions, improvements and relicensing requirements. Upon com- 
pletion of the project, a new management agreement will become effective. It is the intention of Darr 
(Cape Breton) Limited to fund this project by obtaining external financing. 


6. Enterprise Cape Breton 


During the latter part of the year the Minister of Regional Industrial Expansion announced the formation of 
Enterprise Cape Breton, a new agency to promote the development of industry on the Island of Cape Breton. 
As a result, the scope and form of operations of the Industrial Development Division will be significantly 
affected. 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Notes complémentaires aux états financiers consolidés (suite) 
31 mars 1986 


3. Immobilisations 1986 1985 
Installations en location 6 236 487$ 6 175 752$ 
Installations touristiques 8 503 872 8 548 716 
Installations de l’industrie primaire 1 730 627 Ue en) Walz 
Installations de l’industrie secondaire 7, Gls) Cex 6 869 996 

23 686 923 ZoRS4o O16 
Moins: amortissement cumulé 9 970 518 8 530 442 
13 716 405$ 14 815 134$ 


Chacune des quatre catégories d’immobilisations figurant ci-dessus comprend des terrains, des batiments 
et du matériel. 


4. Garanties 


Au cours de l’exercice 1976, la Société a garanti le remboursement par Sydney Steel Corporation de 

70 000 000 $ en débentures 11'4% série D de cette société ainsi que le paiement de |’intérét sur ces dében- 
tures. Sydney Steel Corporation avait emprunté ces fonds dans le but de financer le programme de remise en 
état de son usine. Le solde des débentures en cours a été réduit depuis lors a 41 860 000 $. 


La Société a garanti en 1971 le remboursement d’avances bancaires consenties a Stora Kopparbergs 
Bergslags Aktiebolag. Cette garantie se chiffrait initialement a 30 000 000 $. Le solde des avances a éte 
réduit depuis lors a 9 298 000 $, dont 14 000 $ US. 


La Société a consenti ces garanties pour Sa Majesté la Reine du chef du Canada et en son nom, et toutes les 
sommes devant étre versées devront provenir du Fonds du revenu consolidé du Canada et non pas des fonds 
de la Société de développement du Cap-Breton. 


5. Engagements 


a) Au 31 mars 1986, les engagements de la Division du développement industriel de la Societe au chapitre 
des dépenses et des préts totalisaient environ 8 900 000 $ en sus des montants portés aux états finan- 
ciers a cette date. 


b) En outre, Darr (Cape Breton) Limited, filiale en propriété exclusive, a conclu une entente avec Com- 
monwealth Holiday Inns of Canada Limited en vertu de laquelle Darr (Cape Breton) Limited a convenu de 
financer un programme d’investissement de 5 500 000 $, qui satisfera a des exigences en matiére d’ex- 
pansion, d’améliorations et de permis. Une fois ce programme achevé, une nouvelle entente de gestion 
entrera en vigueur. Darr (Cape Breton) Limited a l’intention de financer ce projet par financement externe. 


6. Entreprise Cap-Breton 


Vers la fin de l’exercice, le ministre de |’Expansion industrielle réegionale a annocé la formation d’Entreprise 
Cap-Breton, nouvel organisme chargé d’encourager le développement industriel sur l’ile du Cap-Breton. 
L’ampleur et la nature de |’exploitation de la Division du développement industriel en seront profondéement 
modifiées. 
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Auditors’ Report 


To the Honourable 

The Minister of Regional 
Industrial Expansion 

Ottawa, Ontario 


We have examined the balance sheet and the statement of equity of the Coal Divi- 
sion and of the Industrial Development Division of the Cape Breton Development 
Corporation as at March 31, 1987, and the related income and operating statements 
and the statements of changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 


The financial statements of the Industrial Development Division and of its sub- 
sidiaries have been presented on a consolidated basis. As required by the provi- 
sions of the Cape Breton Development Corporation Act, the financial statements 
of the Coal Division and of the Industrial Development Division are being presented 
separately. 


In our opinion, these financial statements present fairly the financial position of 
the Coal Division and of the Industrial Development Division of the Cape Breton 
Development Corporation as at March 31, 1987, and the results of their opera- 
tions and the changes in their financial position for the year then ended in accor- 
dance with generally accepted accounting principles applied on a basis consis- 
tent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that have come to our 
notice during our examination of the financial statements have, in all significant 
respects, been in accordance with the Financial Administration Act and its regula- 
tions, and the Cape Breton Development Corporation Act and the by-laws of the 
Corporation. 


ne Page 


Sydney, Nova Scotia Chartered Accountants 
May 22, 1987 


Rapport des vérificateurs 


Au ministre de l|’Expansion 
industrielle régionale 
Ottawa (Ontario) 


Nous avons verifié le bilan et |’état du capital social de la Division des charbon- 
nages et de la Division du développement industriel de la Société de développe- 
ment du Cap-Breton au 31 mars 1987 ainsi que les états connexes des résultats 
et de |’évolution de la situation financiére de |’exercice terminé a cette date. Notre 
vérification a été effectuée conformément aux normes de vérification générale- 
ment reconnues, et a comporteé par conséquent les sondages et autres procédés 
que nous avons jugés nécessaires dans les circonstances. 


Les états financiers de la Division du développement industriel et de ses filiales 
ont été consolidés. Comme |’exige la Loi sur la Société de développement du Cap- 
Breton, les états financiers de la Division des charbonnages et de la Division du 
développement industriel sont présentés séparément. 


A notre avis, ces états financiers présentent fidélement la situation financiére de 
la Division des charbonnages et de la Division du développement industriel de 
la Société de développement du Cap-Breton au 31 mars 1987 ainsi que les résultats 
de leur exploitation et |’évolution de leur situation financiére pour |’exercice ter- 
miné a cette date selon les principes comptables généralement reconnus, appli- 
qués de la méme maniére qu’au cours de |’exercice précédent. 


En outre, a notre avis, les opérations de la Société portées a notre connaissance 
au cours de notre vérification des états financiers ont été conformes, a tous égards 
importants, ala Loi sur l’administration financiére et a ses reglements ainsi qu’a 
la Loi sur la Société de développement du Cap-Breton et aux réglements de la 
Société. 
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le 22 mai 1987 Comptables agrées 


CAPE BRETON DEVELOPMENT CORPORATION 


Coal Division 


(Established by the Cape Breton Development Corporation Act) 


Balance Sheet 


as at March 31 


ASSETS 


Current 
Cash 
Accounts receivable (Note 2) 
Inventories, at the lower of cost and 
net realizable value 
Coal 
Operating materials and supplies 
Prepaid expenses 


Fixed (Note 3) 


LIABILITIES 

Current 
Accounts payable - trade 
Accrued wages and vacation pay 
Accrued charges 


Employees’ deductions 
Advances - Government of Canada 


EQUITY 


Equity of Canada 


Commitments (Note 4) 


Contingencies (Note 5) 


On Behalf of the Board 


ee 


1987 


$15 738 103 
16 662 237 


Wi SEA i, 
16 999 490 
U3) STi 


67 397 136 
486 054 365 


$553 451 501 


1986 


$10 315 194 
23 873 285 


22 818 843 
12 945 717 
44 287 


69 997 326 
360 584 821 


$430 582 147 


$29 139 356 $20 419 648 
13 005 904 1216029795 
14 006 335 V2 Wo) aa 
5 239 931 3 568 282 
OZ 2S 2 643 419 
68 413 741 Sie 659255 

485 037 760 378 616 892 


$553 451 501 


Director 


Director 


$430 582 147 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


(constituée par la Loi sur la Société de développement du Cap-Breton) 


Bilan 
au 31 Mars 


1986 


10 315 194$ 
23 873 285 


22 818 843 
12 945 717 
44 287 


ACTIF 1987 
A court terme 
Encaisse 15 738 103$ 
Débiteurs (note 2) 16 662 237 
Stocks au prix codtant ou a la valeur de réalisation 
nette, selon le moins élevé des deux montants 
Charbon 17 921 379 
Matiéres et fournitures d’exploitation 16 999 490 
Charges payées d’avance 75 927 
67 397 136 
Immobilisations (note 3) 486 054 365 


553 451 501$ 


PASSIF 

A court terme 
Fournisseurs 29 139 35635 
Salaires et indemnités de congé courus 13 005 904 
Charges a payer 14 006 335 
Retenues salariales 5 239 931 
Avances - gouvernement du Canada MOZ2t215 

68 413 741 
CAPITAL SOCIAL 
Capital social du Canada 485 037 760 


553 451 501$ 


Engagements (note 4) 


Eventualités (note 5) 


Au nom du conseil 
ee pes Mec fecf- administrateur 


Mh tere 


administrateur 


69 997 326 


360 584 821 


430 582 147$ 


20 419 648$ 
216028795 
U2 ehh ann 
3 568 282 
2 643 419 


Sil Vea Zs 


__378 616 892 
430 582 147$ 


CAPE BRETON DEVELOPMENT CORPORATION 
Coal Division 


Statement of Equity 


as at March 31 


Balance at beginning of year 
Add: 
Payments by Canada in respect of mining losses- 
Vote 35 [Note 1(a)] 
Payments by Canada in respect of capital 
expenditures - Votes 40 and 40b [Note 1 (a)] 


Deduct: 
Mining losses 
Depreciation of fixed assets 


Balance at end of year 


1987 
$378 616 892 


1986 
$315 444 720 


17 685 203 16 935 853 
135 597 000 93 662 972 
531 899 095 426 043 545 

17 685 203 16 935 853 

PSMA) iker2 30 490 800 

46 861 335 47 426 653 


$485 037 760 


$378 616 892 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


Etat du capital social 


au 31 mars 


1987 1986 
Solde au début de |’exercice 378 616 892$ 315 444 720$ 
Ajouter 
Versements par le Canada au titre des pertes 
d’exploitation minieére - crédit 35 (note 1a) 17 685 203 16 935 853 
Versements par le Canada au titre des dépenses 
en immobilisations - crédits 40 et 40 b (note 1a) ___135 597 000 937662) 972 
531 899 095 426 043 545 
Déduire 
Pertes d’exploitation miniere 17 685 203 16 935 853 
Amortissement des immobilisations 29 AOMG2 30 490 800 
46 861 335 47 426 653 


Solde a la fin de l’exercice 485 037 760$ 378 616 892$ 


CAPE BRETON DEVELOPMENT CORPORATION 
Coal Division 


Statement of Income 


for the year ended March 31 


Revenue 
Coal sales 
Less: External selling expense 


Outside railway revenue 
Operating revenue 


Operating expenses 
Wages and salaries 
Holidays and vacations 
Workers’ Compensation 
Surcharges 
Materials and supplies 
Repair materials 
Electric power 
Grants in lieu of taxes 
Royalties 
Hired heavy equipment 
Other expenses 
Purchased and capital coal 
Depreciation 
Decrease in coal inventory 


Total operating expenses 


Excess operating expenses over operating revenue 


Pensions 

Pre-retirement leave 

Workers’ Compensation [Note 1(d)] 
Interest and other income 


Deduct: 
Depreciation not deductible in determining 
mining losses [Note 1(c)] 


Net mining losses for the year 


1987 


$184 572 097 


1986 


$183 248 861 


3 838 687 4 295 726 
180 733 410 178 953 135 
3 074 447 2 775 345 
183 807 857 181 728 480 
77 267 984 72 218 107 
8 941 733 10 363 224 

8 528 101 8 077 931 

7 266 685 7 470 296 
19 912 632 23 667 644 
9 516 682 8 102 346 

5 303 090 5 192 866 
BTU YAO) 210091939 
605 472 605 285 

5 993 396 sy IE) (LE 

6 228 579 6 436 665 
23 499 110 11 823 656 
PAS) WAS) Sy 30 490 800 
4 897 464 15 270 374 
209 914 380 208 195 925 
26 106 523 26 467 445 
los27879il 14 412 457 
3 466 571 3 650 485 

2 799 996 3 600 000 
(790 546) (703 734) 

46 861 335 47 426 653 
29 176 132 30 490 800 
$17 685 203 $16 935 853 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


Etat des résultats 


de l’exercice terminé le 31 mars 


Produits 
Ventes de charbon 
Moins frais de vente extérieurs 


Produits extérieurs du chemin de fer 
Produits d’exploitation 


Charges d’exploitation 
Salaires et charges sociales 
Congés et vacances 
Indemnités pour accident du travail 
Droits supplémentaires 
Matieres et fournitures 
Matériel de réparation 
Electricité 
Subventions au lieu de taxes 
Redevances 
Location de matériel lourd 
Autres charges 
Charbon acheté et charbon capitalisé 
Amortissement 
Diminution des stocks de charbon 


Total des charges d’exploitation 


Excédent des charges d’exploitation sur les produits 
d’exploitation 


Régime de retraite 

Retraites anticipées 

Indemnités pour accident du travail (note 1d) 
Intéréts et autres produits 


Moins 
Amortissement non déductible dans le calcul des 
pertes d’exploitation miniére (note 1c) 


Perte nette d’exploitation miniére de |’exercice 


1987 


184 572 097$ 


1986 


183 248 861$ 


3 838 687 4 295 726 
180 733 410 178 953 135 
3.074 447 2 775 345 
__ 183 807 857 181 728 480 
77 267 984 72 218 107 
8 941 733 10 363 224 
8 528 101 8 077 931 
7 266 685 7 470 296 
19 912 632 23 667 644 
9 516 682 8 102 346 
5 303 090 5 192 866 
2 777 320 2 559 939 
605 472 605 285 
5 993 396 5 916 792 
6 228 579 6 436 665 
23 499 110 11 823 656 
29 176 132 30 490 800 
4 897 464 15 270 374 
209 914 380 208 195 925 
26 106 523 26 467 445 
15 278 791 14 412 457 
3 466 571 3 650 485 
2 799 996 3 600 000 
(790 546) (703 734) 
46 861 335 47 426 653 
29 176 132 30 490 800 
17 685 203$ 16 935 853$ 


CAPE BRETON DEVELOPMENT CORPORATION 
Coal Division 


Statement of Changes in Financial Position 


for the year ended March 31 


Cash from (for) operating activities 
Net mining losses 

Decrease in non-cash operating 
working capital * 


Cash from financing activities 
Payments by Canada 
In respect of mining losses 
In respect of capital expenditures 
Increase (Decrease) in repayable 
working capital advances 


Cash from (for) investing activities 
Purchase of fixed assets 
Proceeds from sale of fixed assets 
Deferred development costs 


Increase in cash 
Cash at beginning of year 


Cash at end of year 


(Increase) Decrease in non-cash 

operating working capital* 
Accounts receivable 
Coal inventory 
Material inventory 
Prepaid expenses 
Accounts payable - trade 
Accrued wages and vacation pay 
Accrued charges 
Employees’ deductions 


1987 


$(17 685 203) 


1986 


$(16 935 853) 


20 092 789 13 371 407 
2 407 586 (3 564 446) 
17 685 203 16 935 853 
135 597 000 93 662 972 
4 378 796 (10 798 825) 
157 660 999 99 800 000 


(155 001 847) 


(94 159 330) 


356 171 496 358 

- 612 279 

(154 645 676) (93 050 693) 
5 422 909 3 184 861 
10 315 194 7 130 333 
$15 738 103 $10 315 194 
$7 211 048 $(2 060 970) 
4 897 464 15 270 374 
(4 053 773) (1 069 866) 
(31 640) 87 080 

8 719 708 6 860 611 
403 109 (741 154) 

1 275 224 (3 689 489) 

1 671 649 (1 285 179) 
$20 092 789 $13 371 407 


SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


Etat de l’évolution de la situation financiére 


de l’exercice terminé le 31 mars 


Liquidités provenant des (affectées aux) activités 
d’exploitation 
Perte nette d’exploitation miniére 
Diminution du fonds de roulement 
d’exploitation hors caisse* 


Liquidités provenant des activités de financement 
Versements par le Canada 
Au titre des pertes d’exploitation miniére 
Au titre des dépenses en immobilisations 
Augmentation (diminution) des avances remboursables 
aux fins du fonds de roulement 


Liquidités provenant des (affectées aux) 
activités d’investissement 
Achat d’immobilisations 
Produit de la vente d’immobilisations 
Frais reportés de mise en valeur 


Augmentation des liquidités 
Liquidités au début de |’exercice 


Liquidités a la fin de l’exercice 


(Augmentation) diminution du fonds de roulement 
d’exploitation hors caisse* 
Débiteurs 
Stock de charbon 
Stock de matieres 
Charges payées d’avance 
Fournisseurs 
Salaires et indemnités de congé courus 
Charges a payer 
Retenues salariales 


1987 


(17 685 203)$ 


1986 


(16 935 853)$ 


20 092 789 13 371 407 
2 407 586 (3 564 446) 

17 685 203 16 935 853 
135 597 000 93 662 972 
4 378 796 (10 798 825) 

157 660 999 99 800 000 
(155 001 847) (94 159 330) 

356 171 496 358 

; 612 279 

(154 645 676) (93 050 693) 

5 422 909 3 184 861 

10 315 194 7 130 333 
15 738 103$ 10 315 194$ 
7 211 048$ (2 060 970)$ 

4 897 464 15 270 374 

(4 053 773) (1 069 866) 

(31 640) 87 080 

8 719 708 6 860 611 
403 109 (741 154) 

1 275 224 (3 689 489) 

1 671 649 (1 285 179) 
20 092 789$ 13 371 407$ 


CAPE BRETON DEVELOPMENT CORPORATION 
Coal Division 


Notes to the Financial Statements 
March 31, 1987 


1. Significant Accounting Policies 
a) Financing 


The Corporation is financed by way of votes of the Parliament of Canada. These votes are for the purpose 
of funding mining losses and to finance capital projects. 


b) Inventories 
Inventories are valued at the lower of cost and net realizable value. 


c) Fixed Assets 
Fixed assets are stated at cost. The Corporation has provided depreciation on its fixed assets based on their 
estimated useful lives. The Treasury Board of Canada has indicated that depreciation should not be provided 
in determining mining losses for Parliamentary appropriation. Accordingly, the depreciation provision has been 
eliminated in arriving at this amount. 


d) Workers’ Compensation 


Cape Breton Development Corporation is in a single pool with respect to the Nova Scotia Workers’ plan. Prior 
to the fire at, and closure of, No. 26 Colliery, the expense for Workers’ Compensation was allocated to the 
overhead of each operating unit on a formula basis. The Corporation continued this accounting treatment with 
the exception of the fixed portion of the expense that would have been absorbed by No. 26 Colliery. This item 


is shown separately on the Statement of Income as a non-operational expense. 


2. Accounts Receivable 1987 1986 
Trade $16 656 770 $23 928 237 
Employees 105 467 95 048 

16 762 237 24 023 285 
Less: Allowance for doubtful accounts 100 000 150 000 
$16 662 237 $23 873 285 

3. Fixed Assets 1987 1986 


Lingan Colliery 


$153 454 909 


$136 690 740 


Prince Colliery 100 781 496 gh (S80 Sze 
Donkin-Morien Colliery 80 920 142 72 437 092 
Phalen Colliery 147 997 987 60 522 071 
Coal Preparation Plant 84 247 324 60 464 896 
Devco Railway 74 007 251 67 139 009 
Carbogel 4 082 155 2 719 620 
Other fixed assets 37 461 975 36 643 610 

682 953 239 528 307 563 
Accumulated depreciation [Note 1(c)] 196 898 874 167 722 742 


$486 054 365 


$360 584 821 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 


Division des charbonnages 


Notes complémentaires 


31 mars 1987 


Principales conventions comptables 


a) Financement 


Le financement des pertes d’exploitation miniére et des projets en immobilisations de la Société est assuré 
par des crédits votés par le Parlement du Canada. 


b) Stocks 


2 


Q 
a= 


Les stocks sont évalués au prix coutant ou a la valeur de réalisation nette, selon le moins élevé des deux 
montants. 


Immobilisations 
Les immobilisations de la Société sont évaluées au prix codtant et |’amortissement de ces immobilisations 
est calculé selon leur durée d’utilisation prévue. Le Conseil du Trésor du Canada a indiqué qu’aux fins de 
la détermination des crédits parlementaires, on ne doit pas tenir compte de |’amortissement dans le calcul 
des pertes d’exploitation miniére. Pour arriver au montant en question, on a donc éliminé la provision pour 
amortissement. 


Indemnités pour accident du travail 


La Société de développement du Cap-Breton fait partie d’un groupe particulier en ce qui a trait au régime des 
travailleurs de la Nouvelle-Ecosse. Avant |’incendie qui s’est déclaré dans la houillére n° 26 et la fermeture de 
cette derniére, les dépenses engagées au titre des indemnités pour accident du travail étaient imputées aux 
frais généraux de chaque unité d’exploitation selon une formule établie. La Société poursuit ce traitement com- 
ptable sauf dans le cas des dépenses fixes que la houillére n° 26 aurait absorbées. Dans |’état des résultats, 
ce poste est indiqué a part et ne fait pas partie des charges d’exploitation. 


2. Debiteurs 1987 1986 
Clients 16 656 770$ 23 928 237$ 
Employes 105 467 95 048 

16 762 237 24 023 285 
Moins provision pour créances douteuses ___100 000 150 000 
16 662 237$ 23 873 285$ 

3. Immobilisations 1987 1986 
Houillére Lingan 153 454 909$ 136 690 740$ 
Houillere Prince 100 781 496 91 690 525 
Houillere Donkin-Morien 80 920 142 72 437 092 
Houillére Phalen 147 997 987 60 522 071 
Usine de préparation du charbon 84 247 324 60 464 896 

Chemin de fer de Devco 74 007 251 67 139 009 
Carbogel 4 082 155 2 719 620 
Autres Immobilisations 37 461 975 36 643 610 
682 953 239 528 307 563 
Amortissement cumulé (note 1c) 196 898 874 167 722 742 
486 054 365$ 360 584 821$ 


CAPE BRETON DEVELOPMENT CORPORATION 
Coal Division 


Notes to the Financial Statements (continuea) 


March 31, 1987 


3. Fixed Assets (cont’d) 


Included in fixed assets above is $80,920,142 of cumulative costs to March 31, 1987 on the Donkin-Morien Colliery 
development project. The Corporation has evaluated the viability of the overall project, taking into consideration 
the economic, commercial and strategic considerations with regards to the substantial costs involved in comple- 
tion of the underground development of the colliery to realize commercial production. It has decided to maintain 
the completed access tunnels to ensure the future benefit of the funds expended. As these assets are not present- 
ly in use, the Corporation has decided to provide for nominal depreciation commencing in the March 31, 1988 
fiscal year. 


. Commitments 


a) Commitments on capital projects include the following: 


Approximately $14,314,000 for underground mining equipment 
Approximately $1,563,000 for other facilities 


b) In May, 1984, the Government of Canada committed to the development of the Phalen Colliery. The total 
development costs are anticipated to be approximately $184,400,000 with $36,400,000 anticipated for ap- 
proval for the 1987/88 fiscal year. 


c) The Corporation leases the General Mining Building which houses the offices of the Coal Division. The lease 
is for a 20-year period, commencing June, 1984, with lease payments of approximately $1,200,000 per an- 
num, at a current interest rate of 10.0%. The annual lease payments fluctuate with changes in the lessor’s 
mortgage interest rates. 


. Contingent Liabilities and Claims 


a) On Feburary 13, 1981, an explosion occurred on board a vessel carrying a shipment of coal supplied by the 
Corporation. As at March 31, 1987, an action has been commenced by the claimant which the Corporation 
intends to oppose as to the entire claim, and accordingly no provision for any possible claim is included in 
the financial statements. 


b) The Corporation self insures against the potential loss of underground assets and for a portion of its liability 
insurance. 


. Long-Term Sales Agreement 


The Corporation has signed an agreement with the Nova Scotia Power Corporation which calls for the delivery 
of a substantial portion of the Corporation’s coal production to the Power Corporation. The agreement expires in 
the year 2010. 


. Pensions 


An actuarial valuation of the Corporation’s Non-Contributory Pension Plan as at December 31, 1985 indicated 
an unfunded actuarial liability of $62,400,000. No provision for this liability was included in the accounts as at 
March 31, 1987. The minimum annual amount required for past and current service, including pension payments, 
will be approximately $11,100,000 in each year from 1987 to 1992, $6,200,000 in 1993 and $5,500,000 from 1994 
tom 997 


The Corporation is funding current pension payments of approximately $14,800,000. Should current pension 


payments in any year be less than the minimum annual amount required, the balance will be funded by the 
Corporation. 


. Income Taxes 


The Corporation will be applying for refundable investment tax credits in respect of qualified expenditures incurred 
and qualifying assets purchased after April 19, 1983. The Corporation estimates the refund to be approximately 
$13,000,000. This amount has not been reflected in these financial statements and will be recorded as a reduction 
to the related expenditures or assets when received. 
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Cape Breton 


Development Corporation 
Year Ending March 31, 1987 


Société de Développement 
du Cap-Breton 
Année Terminée le 31 Mars 1987 


Corporate Profile 


The Cape Breton Development Corporation (CBDC) 
was formed by an Act of Parliament in 1967 and is whol- 
ly owned by the Government of Canada. Located in 
Cape Breton, Nova Scotia, this Crown Corporation is 
structured with two divisions, the Coal Division and the 
Industrial Development Division. 


The Coal Division is the largest coal producer and, with 
approximately 3,600 employees, is also one of the 
largest industrial employers in Atlantic Canada. The 
current operations consist of two producing collieries 
as well as fully integrated support facilities for the 
preparation and local transportation of coal, prior to 
distribution to Canadian and international markets. 
Assets at March 31, 1987 are valued at $553 million. 
Coal sales for 1986/87 were 2.7 million tonnes, yielding 
$184 million of revenue. Coal production and revenue 
will be increased substantially in 1987/88 as a third col- 
liery, currently in the final stages of development, is 
brought into production. 


The Industrial Development Division offers a variety of 
assistance programs to new and existing businesses 
located throughout the Island. The programs provide 
financial assistance by way of loan, grant, or equity par- 
ticipation and are made available to various sectors of 
the local economy including; small business, manufac- 
turing, tourism, fisheries, forestry and agriculture. In 
addition to the major community impact of the Coal Divi- 
sion, the Industrial Development Division also carries 
out programs to fulfill the Corporation’s responsibilities 
as the major corporate citizen of Cape Breton. These 
include providing student employment programs, im- 
proving and constructing infrastructure facilities, and 
actively supporting various community organizations 
and events. 


Profil de la société 


Instituée par une loi du Parlement en 1967, la Société 
de développement du Cap-Breton (SDCB) est la pro- 
priéte exclusive du gouvernement du Canada. Elle ex- 
erce ses activités au Cap-Breton (Nouvelle-Ecosse) et 
comporte deux divisions: la Division des charbonnages 
et la Division du développement industriel. 


La Division des charbonnages est le plus important pro- 
ducteur de charbon et, avec ses 3 600 employés, I’un 
des principaux employeurs du secteur industriel de 
la céte Atlantique du Canada. Elle exploite deux 
houilleres ainsi que des installations connexes in- 
tégrées servant a la préparation du charbon et a sa 
distribution sur les marchés canadiens et étrangers. Au 
31 mars 1987, son actif était évalué a 553 millions de 
dollars. En 1986-1987, elle a vendu 2,7 millions de ton- 
nes de charbon, ce qui lui a rapporte des recettes de 
184 millions de dollars. Sa production de charbon et 
ses recettes augmenteront considérablement en 
1987-1988, puisqu’une troisieme houillére, dont 
l’'aménagement tire a sa fin, sera mise en exploitation. 


La Division du développement industriel offre divers 
programmes d’aide aux nouvelles entreprises du Cap- 
Breton et a celles qui y sont déja établies. Grace a ces 
programmes, les entreprises de différents secteurs de 
l'économie locale (petites entreprises commerciales, 
entreprises de fabrication, tourisme, péches, foresterie 
et agriculture) peuvent bénéficier de préts, de subven- 
tions ou d'une participation au capital-actions. Par-dela 
les répercussions communautaires importantes at- 
tribuables a la présence de la Division des charbon- 
nages, la Division du développement industriel assume 
également par l’exécution de programmes une grande 
part de la responsabilité sociale de la Société. Men- 
tionnons les programmes d’emploi d’été, la mise en 
place et l’amélioration d’infrastructures et un apport 
dynamique aux activites et organismes 
communautaires. 


June 5, 1987 


Honourable Michel Coté, P.C., M.P. 
Minister 

Department of Regional Industrial 
Expansion 

235 Queen Street 

Ottawa, Ontario 

KIA OH5 


Dear Mr. Minister: 


On behalf of the Board of Directors, I 
am pleased to present the Cape 
Breton Development Corporation’s 
Annual Report for the fiscal year 
ended March 31, 1987. 


This Annual Report is submitted in 
accordance with the provisions of the 
Financial Administration Act and 
the Cape Breton Development Cor- 
poration Act. The Report includes 
the annual financial statements, 
together with the auditors’ report 
thereon, for the Coal Division and 
the Industrial Development Division. 


Sincerely, 


Teresa MacNeil, Ph.D. 
Chairman of the Board 


Le 5 juin 1987 


L’honorable Michel Coté, C-.P. 
Ministre 

Expansion industrielle régionale 
235, rue Queen 

Ottawa (Ontario) 

K1A OH5 


Monsieur le Ministre, 


Au nom du Conseil d’administra- 
tion, il me fait plaisir de vous 
présenter le rapport d’activité de la 
Société de développement du Cap- 
Breton pour l’année financiere qui 
s’est terminée le 31 mars 1987. 


Le présent rapport vous est présenté 
conformément aux dispositions de la 
Lot sur administration financiere 
et de la Loi sur la Société de 
développement du Cap-Breton. Il con- 
tient les états financiers annuels de 
la division de développement in- 
dustriel et de celle des charbonnages, 
de méme que le rapport du 
vérificateur sur ces comptes rendus. 


Veuillez agréer, Monsieur le 
Ministre, lL’expression de mes sen- 
timents dévoues. 


La présidente du Conseil 
Teresa MacNeil, Ph.D. 


The Year In Review 


Rétrospective de l'année 


Coal Division 


The 1986/87 fiscal year was one of significant achieve- 
ment in developing a strong corporate base. A balanc- 
ed marketing strategy was implemented, major opera- 
tional advances were made with significant im- 
provements in the corporate safety record, large strides 
were achieved in the field of employee relations, and 
a number of major capital projects are nearing suc- 
cessful completion. All of these, and a number of other 
new initiatives, were realized within the projected 
budget. 


This report highlights the activities and ac- 
complishments which were directed at achieving the 
goals set out in the mission statement. This mission 
is to operate, in a safe, effective and efficient man- 
ner, acommercially viabie company which will pro- 
vide employment opportunity in a positive working 
environment, maintain its role as a reliable coal sup- 
plier and the principal thermal energy source for 
Atlantic Canada, and optimize resource utilization 
through pursuit of evolving coal technologies, 
thereby ensuring ongoing investment in the coal in- 
dustry and continued economic growth for Cape 
Breton Island. 


MARKETING 


The current marketing effort of the Coal Division is to 
pursue two broad marketing initiatives. One is to supply 
maximum quantities of contract specification, thermal 
grade coal to the Nova Scotia Power Corporation 
(NSPC). This electrical utility purchased 1,978,000 ton- 
nes of coal during the year, a 5.9% increase over 
1985/86 and 73.0% of CBDC’s total coal sales for 
1986/87. A supply contract is in place with NSPC until 


CORPORATE 
FOUNDATIONS 
STRENGTHENED 


RAFFERMIS- 
SEMENT DES 
ASSISES DE 
LA SOCIETE 


COAL DIVISION 
MISSION 


MISSION DE LA 
DIVISION DES 
CHARBONNAGES 


SALES TO 
NSPC INCREASING 


AUGMENTATION 
DES VENTES 
A LA NSPC 


Division des charbonnages 


L’exercice financier 1986-1987 a été une année mar- 
quante pour le raffermissement des assises de la 
Société. Une stratégie de commercialisation équilibrée 
a été appliquée, d’importants progres ont été faits sur 
le plan des opérations (notamment des améliorations 
notables au chapitre de la sécurité), les relations in- 
dustrielles ont fait des bonds énormes et un certain 
nombre de grands travaux d’immobilisations sont sur 
le point de connaitre un dénouement heureux. Toutes 
ces réalisations et diverses autres nouvelles en- 
treprises, ont été accomplies dans les limites des 
budgets prévus. 


On trouvera dans les pages qui Suivent un résumé des 
activités et réalisations qui visaient a atteindre les ob- 
jectifs énoncés dans la mission de la Division a savoir: 
exploiter, de facon sure et efficace, une société 
houillére rentable susceptible d’offrir des emplois 
et un milieu de travail stimulants, de demeurer un 
fournisseur fiable et le principal pourvoyeur 
d’énergie thermique de la cote Atlantique du 
Canada, et d’optimiser l'utilisation de ses 
ressources par la recherche de technologies de 
pointe, afin de maintenir |’apport d’investissements 
dans le domaine de |’industrie houillére et d’assurer 
une croissance économique soutenue a |’ile du Cap- 
Breton. 


LA COMMERCIALISATION 


L’effort de commercialisation actuel de la Division des 
charbonnages s’articule autour de deux grands axes. 
Le premier consiste a fournir sur commande contrac- 
tuelle a la Nova Scotia Power Corporation (NSPC) 
les plus grandes quantités possibles de houille ther- 
mique. Au cours de |l’année, cette entreprise de ser- 
vices d’utilité publique a acheté 1 978 000 tonnes de 
houille, soit une augmentation de 5,9% par rapport a 


Year at a Glance 


Apercu de l’année 


For The Year Ending March 31 
Pour d’exercices prenant fin le 31 mars 


1987 

Financial ($000’s) 
Operating Revenue 183 808 
Operating Costs 209 914 
Net Loss 17 685 
Capital Expenditures 154 646 
Operations 
Output from Prince and Lingan 

Collieries (OO00’s tonnes) meee 


Output per Manshift (tonnes) 
Accident Frequency Rate 
(Accidents Per Million Manhours) 


1986 


isu 228; 
208 196 
16 936 
93 663 


Finances (en milliers de dollars) 


Recettes d’exploitation 

Frais d’exploitation 

Pertes nets 

Dépenses en immobilisations 


Exploitation 
Rendement des houilléres Prince et 
Lingan (en milliers de tonnes) 


Rendement par poste-personne, (tonnes) 


Taux de fréquence des accidents 


(nombre d’accidents par million d’heures 


personnes) 
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2010. The present five-year pricing agreement portion 
of the contract continues to March 31, 1989. Deliveries 
to NSPC will increase by approximately 200,000 ton- 
nes annually as a result of the Point Tupper Plant con- 
version scheduled for completion in late 1987. Future 
prospects for expanded sales to this customer are also 
encouraging as NSPC has indicated that serious con- 
sideration is being given to the construction of addi- 
tional, new coal-fired generating units. 


The second marketing initiative relates to the “‘niche 
marketing”’ policy adopted by the Corporation. By this 
policy, coal is only sold into those markets which re- 
quire the specific physical and chemical qualities of the 
coal being produced by the Corporation. This strategy 
results in the Corporation receiving a premium price 
for its coal. Markets are currently being serviced in 
Europe, Brazil, and Japan. Specific markets of this type 
are being aggressively developed for the additional pro- 
duction from the new Phalen Colliery in 1987/88. The 
Corporation is confident that its marketing policies will 
result in sales for the full production of the upcoming 
year. 


The international marketplace for coal experienced 
significant price declines during 1986 resulting from a 
coal oversupply situation, lower oil prices, and a highly 
competitive marketplace. These market conditions are 
expected to continue for some time which will cause 
an extension of the depressed price trends. 


Another potentially negative influence on future sales 
and prices are the coal technologies which are develop- 
ing in Japan. These technologies permit lower grade 
coals to be substituted for metallurgical grade coals in 
blast furnace and coke oven processes. Such develop- 


. aes «a _« the 
M. Jessome and B. Latimer, Drafting Department of Civil 
Engineering. 
M. Jessome et B. Latimer, du service du Dessin de Génie civil. 


NICHE MARKETING 


POLICY YIELDS 


PREMIUM PRICES 


LA POLITIQUE 
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PERMET 


D’OBTENIR DES 


PRIX ELEVES 


INTERNATIONAL 


MARKETPLACE 


PRESSURED FROM 


FALLING PRICES 


AND OVERSUPPLY 


LA CHUTE DES 
PRIX ET LA 
SURABONDANCE 
METTENT LE 
MARCHE INTER- 
NATIONAL A 
RUDE EPREUVE 


1985-1986 et 73,0% des ventes totales de la SDCB en 
1986-1987. La Société a conclu un contrat d’approvi- 
sionnement avec la NSPC qui vient a échéance en !’an 
2010. L’accord quinquennal actuel qui régit |’établisse- 
ment des prix est en vigueur jusqu’au 31 mars 1989. 
Quand la conversion de |’installation de Point Tupper 
sera terminée comme il est prévu a la fin de 1987, les 
livraisons ala NSPC augmenteront d’environ 200 000 
tonnes par année. Les perspectives d’accroissement 
des ventes ace client sont également encourageantes 
étant donné que la NSPC a indiqué qu’elle envisageait 
sérieusement de construire de nouvelles centrales 
alimentées au charbon. 


La deuxiéme initiative en matiere de commercialisa- 
tion a trait a la politique ‘‘axée sur certains créneaux”’ 
qui a été adoptée par la Société. Ce faisant, la Société 
ne vend sa production qu’aux acheteurs qui ont besoin 
d’un charbon ayant les propriétés physiques et chimi- 
ques de celui qu’elle produit. Cette stratégie permet 
a la Société d’obtenir un prix supérieur pour son char- 
bon. A l'heure actuelle, la Société 6coule sa produc- 
tion sur les marchés de |’Europe, du Brésil et du Japon. 
Elle recherche activement des marchés précis de ce 
genre pour vendre la production supplémentaire qui 
découlera de la mise en exploitation de la houillére 
Phalen en 1987-1988. La Société a bon espoir de tout 
vendre sa production de |’année a venir, grace a ses 
efforts de commercialisation. 


Suite a une surproduction générale de charbon, a 
'abaissement des prix du pétrole et € une concurrence 
trés vive, les cours du charbon ont enregistré de fortes 
baisses sur le marché international. On s’attend a ce 
que la situation du marché perdure pour encore quel- 
que temps, ce qui risque fort de garder les prix a un 
niveau peu bas. 


Les nouvelles technologies de traitement de la houille 
qui se développent au Japon pourraient bien aussi 
avoir des effets négatifs sur les ventes et les cours 
futurs. Ces technologies permettent de remplacer la 
houille métallurgique par de la houille de moindre 


ESSE sont SEES ¥ 
J. Quinn, P. Jobes, and L. Cantwell at the underground 
locomotive battery recharge station, Prince Colliery. 
J. Quinn, P. Jobes et L. Cantwell poste de recharge des batteries 
de locomotives situé sous terre, & la houillére Prince. 
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ment, if it becomes widespread, has the potential to 
collapse the traditional world-wide pricing structure 
which provides a premium price for the higher grade 
metallurgical coals. This situation is especially threaten- 
ing for CBDC because the Corporation has benefited 
substantially from a price premium on its metallurgical 
coal sales. 


Much of the Corporation’s coal production has a 
relatively high sulphur content which constrains its sale 
as a thermal grade product. The Corporation is pursu- 
ing measures to overcome the high sulphur problem, 
through the development and commercial utilization of 
coal technologies such as coal-water-fuel and the pro- 
motion of circulating fluidized-bed processes. The Cor- 
poration’s coal is well suited for use in these processes. 
Commercial scale developments, using either 
technology, offer a significant potential market for a por- 
tion of the additional production which will become 
available from the Phalen Colliery. The Corporation is 
working with the major electrical utilities in Atlantic 
Canada, as well as the appropriate departments of the 
Federal Government, to promote the circulating 
fluidized-bed process which will allow CBDC coal to be 
used as the energy source for expansion of electrical 
generating capacity in the Atlantic region. 


The marketing strategy, as previously described, 
resulted in the sale of 2,708,000 tonnes during the year, 
2.7% higher than 1985/86, and led to an 82,800 tonne 
reduction in coal inventories from the previous year 
end. 


DISTRIBUTION OF SALES 


(millions of tonnes) 


REPARTITION DES VENTES 


(millions de tonnes) 
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CONSTRAINT 
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EN SOUFRE 


qualité dans les hauts fourneaux et les fours a coke. 
A supposer qu’elles se répandent, ces technologies ris- 
quent d’entrainer un effondrement de la structure mon- 
diale traditionnelle de fixation des prix qui, a |’heure 
actuelle, favorise le cours de la houille métallurgique 
de grande qualité. Cette situation est tout particuliére- 
ment alarmante pour la SDCB qui a largement profité 
de cours avantageux pour son charbon métallurgique. 


Une bonne partie de la production de houille de la 
Société a une teneur relativement élevée en soufre, ce 
qui en limite les ventes comme produit a valeur ther- 
mique. La Société poursuit l’application de diverses 
mesures pour surmonter ce probleme, notamment par 
la mise au point et l’utilisation a |’échelle commerciale 
de technologies du charbon, par exemple le combusti- 
ble mixte eau-charbon, et par la promotion de procédés 
faisant appel au lit fluidisé en mouvement. La houille 
de la Société se préte bien a ces utilisations. Des ap- 
plications a |’échelle commerciale basées sur l’une ou 
l'autre technologie pourraient un jour offrir d’importants 
débouchés pour au moins une partie de la production 
supplémentaire qui proviendra de la houillére Phalen. 
La Société s’emploie avec les grands producteurs 
d’électricité de la région, de méme qu’avec les 
ministéres fédéraux intéressés, a promouvoir |’utilisa- 
tion du procédé dit du lit fluidisé en mouvement afin 
que la houille qu’elle produit soit utilisée comme source 
d’énergie dans toute opération d’accroissement de la 
capacité de production d’électricité dans la region de 
Atlantique. 


La stratégie de commercialisation, décrite précédem- 
ment, s’est soldée par la vente de 2 708 000 tonnes au 
cours de l’année, soit une augmentation de 2,7% par 
rapport a 1985-1986, entrainant ainsi une réduction des 
stocks de |’ordre de 82 800 tonnes comparé a la fin 
de |’exercice précédent. 


COLLIERIES’ PRODUCTION 


(millions of tonnes) 


PRODUCTION DES HOUILLERES 


(millions de tonnes) 


84/85 


82/83 83/84 85/86 86/87 


LEGEND/LEGENDE 


roe PRINCE YX LINGAN 


RR a Sk SR wR A RS RP LS SA SS A Sa SR AS SORE NE ELSE 


OPERATIONS 


One of the most notable achievements for the year with 
respect to Operations is the progress under the Cor- 
porate Management Safety Audit System of the Inter- 
national Loss Control Institute which had been introduc- 
ed during the previous year. The program's rating 
system awards up to a maximum of 5 stars for ex- 
cellence in safety. The initial audit of the Corporation 
in 1985/86 resulted in a ‘‘No Star” rating, while the audit 
conducted during 1986/87 resulted in a ‘3 Star’’ rating. 
The benefits of the system are reflected in such key 
indicators as dramatic reductions in both the accident 
frequency rate (reduced by 40% in 1986) and the total 
cost for current workers’ compensation payments 
(reduced by approximately 13%, despite a rate increase 
for the year of 17%). 


Ccal production for the year from all sources totalled 
2,634,000 tonnes of which 1,123,000 tonnes were from 
Prince Colliery and 1,101,000 tonnes were from Lingan 
Colliery. The majority of the remaining production was 
from the Phalen project development work. The Prince 
production level represents the highest level attained by 
this colliery since it began operations in 1975. This 
production level reflects a number of technical im- 
provements undertaken in the colliery, particularly in 
the transportation systems for men and materials, and 
the use of selective mining techniques which lead to 
a reduction of about 4 percentage points in the average 
ash content. The Lingan production was lower than 
previous years and 20% below the forecast for the 
year, due mainly to adverse geological conditions which 
were encountered on two of its three coal faces. 
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A ce chapitre, parmi les réalisations les plus mar- 
quantes de l'année il faut compter les progres ac- 
complis dans le cadre du systeme de gestion de la 
sécurité et des pertes de |’International Loss Control 
Institute qui avait été introduit au cours de |’année 
précédente. Ce programme comprend une échelle de 
notation a cing étoiles pour souligner l’excellence en 
matiére de sécurité. A la premiére évaluation en 
1985-1986, la Société a obtenu la cote ‘‘zéro”’ tandis 
qu’en 1986-1987 elle se voyait décerner ‘‘trois étoiles”’. 
Pour se convaincre des avantages du systeme, il suf- 
fit d’analyser les principaux indicateurs du dossier qui 
montrent des diminutions marquées tant du taux de fré- 
quence des accidents (baisse de 40% en 1986) que 
des versements totaux faits au titre de l’indemnisation 
des accidentés du travail (la reduction a été de !’ordre 
de 13% en dépit d’une augmentation des taux d’indem- 
nisation de 17% pour l’année). 


Au total, la production de charbon de toutes sources 
pour l’année s’est chiffrée a 2 634 000 tonnes dont 
1 123 000 tonnes en provenance de la houillére Prince 
et 1 101 000 tonnes, de la houillére Lingan. Le reste de 
la production découlait pour une large part des travaux 
d’aménagement de la houillere Phalen. Dans le cas de 
la houillere Prince, il s’agit du plus haut niveau jamais 
atteint depuis sa mise en exploitation en 1975. Cette 
production record est attribuable a divers perfection- 
nements techniques apportes a la houillére, en par- 
ticulier dans le transport des mineurs et du materiel, 
de méme qu’a l'utilisation de techniques d’exploitation 
sélectives qui se sont traduites par une reduction de 
4 points de pourcentage dans la teneur moyenne en 
soufre. Quant a la houillere Lingan, la production y a 
été plus faible que les années précédentes et s'est 
établie a 20% en deca de la production qui avait été 
prévue pour l'année, en raison principalement des con- 
ditions géologiques défavorables rencontrées sur deux 
de ses trois fronts de taille. 
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There are positive indications that the programs and 
initiatives, which have been developed and im- 
plemented throughout the collieries and surface opera- 
tions over the past three years, are producing 
favourable results in terms of improved operating effi- 
ciency and production capability. The operating issues 
being addressed which are common to all operations 
are: safety and loss control, manpower deployment, 
planned maintenance, and operating methods and 
procedures. 


L. Marsh and D. Vickers, underground at Prince Colliery. 
Sous terre @ la houillere Prince, L. Marsh et D. Vickers. 


Upgrading of the development and production equip- 
ment in the collieries; replacement of out-of-date railway 
transportation equipment with new hopper cars and 
locomotives; and improved coal stockpiling capability 
are all measures which have improved the efficiency 
of the operations. The maintenance function is receiv- 
ing particular attention as efforts continue in the 
development and implementation of a comprehensive, 
computerized, planned maintenance system. Pro- 
cedures relating to maintenance work orders were for- 
malized during the year and additional steps will be im- 
plemented during the upcoming year. Environmental 
issues, relative to the impact of the Coal Division’s 
operations, receive careful attention to ensure that the 
Corporation’s responsibilities in this regard are being 
fulfilled. Measures undertaken include; air emission 
studies, evaluation and monitoring of waste-rock ocean 
dumping, and stockpile run-off control and testing. 
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Tout indique que les initiatives et programmes mis de 
avant dans toutes les opérations miniéres et les opéra- 
tions de surface au cours des trois derniéres années 
donnent des résultats intéressants sur le plan de 
l'amélioration de l’efficacité opérationnelle et de la 
capacité de production. Les aspects abordés qui sont 
communs a toutes les opérations sont les suivants: 
sécurité et contréle des pertes, répartition de la main- 
d’oeuvre, entretien planifié et méthodes et procédés 
d’exploitation. 


S. MacDonald, K. Byrne, and J. Martin working on assembly 
of roof supports, Central Shops. 

S. MacDonald, F. Byrne et J. Martin occupes a l’assemblage de 
soutenements dans les ateliers centraur. 


Amélioration d’équipement de développement et de 
production dans les houilléres, remplacement du 
matériel désuet de transport par rail par de nouveaux 
wagons-trémies et de nouvelles locomotives, ameéliora- 
tion de la capacité de stockage de la houille, voila au- 
tant de mesures qui ont eu des effets bénéfiques sur 
l’'efficacité des opérations. La fonction entretien fait |’ ob- 
jet d’une attention particuliére dans le cadre des efforts 
que l’on continue de déployer pour élaborer et mettre 
en place un vaste systeme informatisé d’entretien 
planifié. Au cours de l'année, on a établi formellement 
les procédures relatives aux commandes de travaux 
d’entretien et, dans |’année qui vient, d’autres étapes 
seront franchies. Les questions écologiques liées aux 
répercussions des opérations de la Division des char- 
bonnages recoivent une attention minutieuse de facon 
a garantir que la Société s’acquitte bien de ses respon- 
sabilités a cet gard. Au nombre des mesures prises, 
mentionnons: des études sur les emissions dans |'at- 
mosphere, |’évaluation et la surveillance du déverse- 
ment de résidus rocheux dans |’océan de méme que 
la vérification et le contrdle du ruissellement dans les 
aires de stockage. 


A new activity which the Corporation entered into dur- 
ing the past year was the introduction of fabrication and 
assembly work in its Central Shops facility. The sup- 
plier for two sets of underground roof supports for the 
Phalen Colliery, a contract valued in excess of $9.5 
million, subcontracted the fabrication and assembly 
portion of the contract to CBDC’s Central Shops. This 
undertaking gave the Shops the opportunity to be in- 
volved in new work. Additionally, it provided approx- 
imately 900 person-weeks of employment to 35 
employees who would otherwise have been without 
work. The Coal Division will continue to examine its 
operations for other projects and opportunities which, 
based on competitive advantage, may provide addi- 
tional work for its employees. 


THE INTERNATIONAL SAFETY RATING 


AWARDED TO 


Cape Breton Development Corporation 


Deveo 


FOR ACHIEVEMENT IN TRE 
INTERNATHSNAL SAPETY BATING SUSIE 
SDVANCED PROGRAN 


Certificate of “3 Star” safety rating for the Corporation. 
Certificat “3 étoiles’”’ décerne a la Société pour la sécurité. 


HUMAN RESOURCES 


This year witnessed the first thrust in a long-term 
strategy to greatly improve the Corporation’s internal 
communications. The most notable step in this regard 
was a series of face-to-face communication sessions 
where the President spoke with all Corporation 
employees at sixteen worksites. These meetings includ- 
ed a presentation in the form of a Corporate overview 
and provided opportunity for discussion. The favourable 
response to these sessions prompted the plan to repeat 
them annually. Other initiatives aimed at improved com- 
munications include more frequent in-house notices to 
all employees regarding topics of interest, new pro- 
grams, and achievements; the mailing of personal data 
questionnaires to each employee to update informa- 
tion for a computerized Human Resource Information 
System; and the development and delivery of a one 
week course for all managers and supervisors which 
places heavy emphasis on communication skills. This 
course includes considerable participation from senior 
management personnel and it is believed that this in- 
volvement helps demonstrate the corporate commit- 
ment for continuing improvement in communications. 
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L’année derniére, la Societe s'est lancee dans une 
nouvelle activité, a savoir le travail de fabrication et 
d’assemblage dans ses ateliers centraux. En effet, le 
fournisseur de deux ensembles de soutenement souter- 
rain pour la houillere Phalen - un contrat d’une valeur 
de plus de 9.5 millions de dollars - a confié en sous- 
traitance aux ateliers centraux de la SDCB la partie 
fabrication et assemblage du contrat. Les ateliers ont 
eu ainsi l'occasion d’expérimenter une nouvelle forme 
de travail. En outre, cette activité a fourni quelque 900 
semaines-personnes d’emploi a 35 employes qui 
auraient autrement été au chomage. La Division des 
charbonnages continuera de scruter ses opérations a 
la recherche d’autres projets et occasions qui, com- 
pte tenu de |’avantage concurrentiel, pourraient four- 
nir des débouchés d’emploi supplémentaires pour ses 
employes. 


D. Rance presenting site safety award at the Transportation 
Centre, 


Présentation par D. Rance d’une mention de sécurité de chan- 
tier au centre des transports. 


LES RESSOURCES HUMAINES 


L’année a marqué le coup d’envoi d’une stratégie a 
long terme visant a améliorer nettement les com- 
munications internes de la Société. La démarche la plus 
notable a cet égard a été une série de rencontres qui 
a permis au président de s’adresser en personne a tous 
les employés de la Société sur seize chantiers dif- 
férents. Dans le cadre de ces rencontres, on tracait un 
portrait de la Société et des échanges étaient prevus. 
La réaction a ces rencontres a été tellement favorable 
que |’on prévoit les repéter chaque année. Au nombre 
des autres initiatives qui visent a améliorer les com- 
munications mentionnons laffichage plus frequent 
d’avis internes destinés a tous les employes et portant 
sur des Sujets d’intérét, de nouveaux programmes et 
des réalisations; |’envoi par la poste a chacun des 
employés d'un nouveau questionnaire afin de leur 
permettre de mettre a jour les renseignements person- 
nels qui seront entrés dans un systeme informatise 
de gestion des ressources humaines et, enfin, 
'élaboration et la présentation aux gestionnaires et 
surveillants d’un cours d’une semaine axé principale- 
ment sur les techniques de communication. Ce cours 
suppose une participation considérable des cadres 
supérieurs, ce qui, estime-t-on, contribuera a montrer 
le sérieux de l’engagement pris par la Sociéte quant 
a la poursuite de |l’amélioration des communications. 


During the year, the Corporation continued to review 
its workforce requirements for current and future leveis 
of operations. The closure by fire of the No. 26 Colliery 
in 1984 caused the displacement of approximately 
1,300 employees. This colliery’s production is being 
replaced with the new, fully-modernized Phalen Col- 
liery. Together with other operating efficiencies, this 
replacement of the old colliery results in a workforce 
surplus of approximately 470 people over the next two 
years. The Corporation informed the affected unions 
of this situation early in 1986 and subsequently involv- 
ed the unions in a Joint Task Force established to 
recommend ways of achieving these required reduc- 
tions in the most responsible fashion. The introduction 
of early retirement programs, combined with a more 
rapid rate of attrition than had been anticipated, will 
result in the required downsizing in 1987/88 being 
achieved without any involuntary terminations. 


On labour relations matters, this year was one of high 
activity. All twelve collective agreements between the 
Coal Division and its unionized employees expired on 
December 31, 1986. The Corporation, eager to con- 
clude these negotiations quickly, put forth a concen- 
trated effort by assigning full-time bargaining commit- 
tees to this process. This approach met with con- 
siderable success as seven of the collective 
agreements, covering 94% of the unionized employees, 
were concluded by March 31, 1987. The new 
agreements will run for a two-year period ending 
December 31, 1988. 


While collective bargaining proceeded at a satisfactory 
pace, the length of the negotiating period and the 
number of contracts to be negotiated emphasize the 
extreme difficulties associated with having twelve 
separate bargaining units. Considerable attention was 
placed on the need to bring about a degree of con- 
solidation of these units. The Corporation sought the 
assistance of the Canada Labour Relations Board in 
trying to achieve this consolidation and hearings are 
scheduled for the near future. The issue of consolida- 
tion is a key element of the Corporation’s long-term 
labour relations strategy. 


Although the multi-union environment has been proble- 
matic, a considerable improvement was realized in the 
Corporation’s labour relations record over the past year. 
Presently the number of grievances per employee is 
about half that experienced by heavy industry as a 
whole. The number of cases referred to arbitration was 
reduced from the previous year by 28% and there was 
only a single one-day illegal work stoppage at one site 
during the year. Additionally, programs on absentee 
control and follow-up, and progressive corrective 
discipline are taking hold and producing favourable 
results. Absenteeism was reduced by a further 10% 
when compared to the previous year, leaving a 
coporate absenteeism rate of 10.8% for 1986. 
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Au cours de |l’année, la Société a poursuivi l’examen 
de ses besoins en main-d’oeuvre en regard des niveaux 
actuels et futurs de production. La fermeture con- 
sécutive a un incendie de la houillére n° 26 en 1984 a 
entrainé le déplacement d’environ 1 300 employés. La 
production de cette houillére se trouve remplacée par 
celle de la toute nouvelle et moderne houillére Phalen. 
Ajouté aux autres perfectionnements opérationnels, le 
remplacement de la vieille mine se traduira par un 
surplus d’environ 470 travailleurs au cours des deux 
prochaines années. Au début de 1986, la Société a mis 
les syndicats intéressés au courant de la situation et 
les a par la suite invités a se joindre a un groupe de 
travail mixte charge de recommander des moyens de 
réaliser ces compressions de la maniére la plus respon- 
sable possible. L’adoption d’un programme de retraite 
anticipée ajouté a un taux d’attrition plus élevé que 
prévu fera en sorte que les réductions envisagées pour 
1987-1988 pourront se faire sans que quiconque soit 
force de quitter. 


Dans le domaine des relations du travail, l'année a été 
marquée au coin d’une grande activité. Les douze con- 
ventions collectives entre la Division des charbonnages 
et ses employés syndiqués ont toutes expire le 31 
décembre 1986. La Société, désireuse de conclure ces 
négociations rapidement, a déployé un effort particulier 
en affectant a plein temps des comités de négociation 
a cette fin. Cette initiative fut tres heureuse puisqu’au 
31 mars 1987 sept des conventions collectives englo- 
bant 94% des employés syndiqués avaient été con- 
clues. Les nouvelles ententes qui portent sur deux ans 
prendront fin le 31 décembre 1988. 


Bien que la négociation collective ait été bon train, il 
n’en demeure pas moins que la longueur de la période 
de négociation et le nombre de contrats de travail a 
négocier font ressortir les énormes difficultés que po- 
sent l’existence de douze unités de négociation distinc- 
tes. On s’est beaucoup attardé a la nécessité de ra- 
tionaliser un tant soit peu cette situation. A cette fin, 
la Société a demandé |’aide du Conseil canadien des 
relations du travail; des audiences sont prévues pour 
bientét. La question de la rationalisation des unités de 
négociation demeure au coeur de la stratégie de la 
Société en matiére de relations de travail. 


Malgré que le fait d’avoir a traiter avec de multiples syn- 
dicats pose des problémes, il reste que le dossier des 
relations de travail de la Société s’est considéerablement 
amélioré au cours de la derniére année. A |’heure ac- 
tuelle, le nombre de griefs par employe se situe aux 
environs de 50% de celui que connait l'industrie lourde 
dans son ensemble. Le nombre de cas soumis a I'ar- 
bitrage a lui aussi régressé par rapport a |’an dernier, 
soit une diminution de 28%. Un seul arrét de travail 
illegal d’une journée a été enregistré sur un chantier. 
En outre, des programmes de contréle et de suivi des 
absences et des mesures disciplinaires progressives 
sont instaurés et donnent des résultats intéressants. 
Ainsi, comparé alan dernier, le taux d’absenteisme a 
encore diminué de 10% et se situe a 10,8% pour 1986 
dans |’ensemble de la Societe. 
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Another foundation stone of the long term strategy is 
to improve selection, placement, and training for all 
employees, coupled with the establishment of optimum 
organizational structures within which employees may 
function most efficiently. To address this need, the Cor- 
poration established a department of Organization Ef- 
fectiveness which will combine the selection, training, 
management development and succession planning 
function with the in-house capability to direct activities 
in the areas of organizational design and employee 
effectiveness. 


With respect to other programs initiated in the previous 
year, the Hay Salary Administration System for con- 
fidential employees was advanced to the point where 
all 1987 salary treatment was based on individual per- 
formance appraisals. The various policies and pro- 
grams developed during the previous and current year 
were included in an employee manual and circulated 
to all departments. Other activities included the initia- 
tion of acomplete review of the Corporation’s pension 
and benefit plans and the necessary research and 
reporting required to achieve the standards set under 
the Federal Government programs on Employment 
Equity and Official Languages. 


FINANCE/CAPITAL PROJECTS 


Despite the year’s difficult international market condi- 
tions characterized by declining prices and coal over- 
supply, as well as the production shortfall experienc- 
ed at Lingan, the net loss for the year was held at 
$17.7 million. This loss was within the approved funding 
level of $18.1 million and close to last year’s loss of 
$16.9 million. Considering the adversities experienc- 
ed during the year, the lower than forecast loss can be 
attributed to the cost control measures which are in 
place. 


Surface construction at the Phalen Colliery. 
Travaux de construction de surface a@ la howillere Phalen. 
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Une autre pierre angulaire de la stratégie a long terme 
est d’améliorer la sélection, le placement et la formation 
pour tous les employés, le tout jumelé a |’établisse- 
ment de structures organisationnelles optimales a 
l'intérieur desquelles les employes peuvent fonction- 
ner le plus efficacement possible. A cette fin, la Société 
a mis sur pied un service de |’efficacité organisation- 
nelle qui tout en assumant la fonction sélection, for- 
mation, perfectionnement des cadres et planification 
de la releve s’occupera a l’interne de diriger des ac- 
tivites dans les secteurs de la conception organisation- 
nelle et de |’efficience de la main-d’oeuvre. 


Dans le cas des autres programmes lancés |’année 
précédente, |’application du systeme Hay pour |’ad- 
ministration des traitements des employés qui exercent 
des fonctions confidentielles a progressé au point que 
tous les traitements salariaux pour 1987 étaient fondés 
sur les evaluations du rendement individuel. Les divers 
programmes et politiques élaborés au fil des années 
antérieures et de l'année en cours ont été colligés en 
un guide de l’employé qui a été diffusé dans tous les 
services. Parmi les autres activités, il faut mentionner 
l’amorce d’une étude exhaustive des régimes d’avan- 
tages sociaux et de pensions de retraite de la Société 
ainsi que les travaux de recherche et le compte rendu 
que suppose I’atteinte des normes fixées dans les pro- 
grammes fédéraux d’Equité en matiére d’emploi et des 
langues Officielles. 


LES FINANCES ET PROJETS D’IMMOBILISATIONS 


En dépit de la situation difficile du marché international 
caractérisé cette année par des prix a la baisse et une 
surabondance de charbon, sans parler du manque a 
produire enregistré a la houillere Lingan, les pertes net- 
tes pour l’année ont été contenues pour atteindre 17,7 
millions de dollars. Ces pertes se situent dans les 
limites du niveau de financement approuve de 18,1 
millions de dollars et se rapprochent des pertes 
enregistrées l’an dernier (16,9 millions de dollars). Com- 
pte tenu des difficultés recontrées en cours d’année, 
le fait que les pertes soient moins élevées que prévu 
peut étre attribué aux mesures de contrdle mises en 
place. 


Victoria Junction Coal Preparation Plant with expansion in 


Progress. 
Agrandissement de Vusine de préparation du charbon de Vic 
toria Junction. 
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During the past year, major activity with regard to 
capital expenditures totalled $154.6 million. This is the 
highest level of capital expenditure in the Corporation’s 
history. The Phalen Development Project, on which 
$87.5 million was spent during the year, represents the 
largest component of the total capital expenditure. Con- 
struction and development on this project are progress- 
ing favourably with the new colliery due to be brought 
into production, on schedule, during the first half of 
1987/88. The design capacity for this colliery is 2.0 
million tonnes of run-of-mine coal annually, with approx- 
imately one-half of the production expected to be of 
metallurgical quality. State-of-the-art equipment and 
technology are being introduced which, on a colliery 
basis, will significantly lower costs due to improved out- 
put per manshift. On a corporate basis, the addition 
of a third colliery to production will bring economies of 
scale to the costs of surface operations and 
administration. 


The associated expansion of the Victoria Junction Coal 
Preparation Plant resulted in an expenditure of $23.8 
million during the year. This expansion is scheduled 
for completion by mid-year 1987/88. The original, ap- 
proved budget for the combined Phalen and Victoria 
Junction projects was $218.4 million and the most re- 
cent, revised estimates indicate that the projects will 
be completed within this amount. 


HIGHEST ANNUAL 
LEVEL OF 
CAPITAL 

EXPENDITURE 


DEPENSES 
D’IMMOBILI- 
SATION AU 
PLUS HAUT 
NIVEAU 


MAJOR CAPITAL 
EXPANSION 
PROGRAM NOW IN 
FINAL STAGES 


LES GRANDS 
TRAVAUX 
D’IMMOBILI- 
STATION TIRENT 
A LEUR FIN 


ACTUAL DEFICIT COMPARED TO 
BUDGET 


(millions of dollars) 


DEFICIT REEL COMPARE AU BUDGET 


(en millions de dollars) 


49.6 


Ney 
st 


83/84 


84/85 


85/86 86/87 


LEGEND/LEGENDE 
ACTUAL 


oS REEL 


BUDGET 
BUDGET 


Au cours de l'année, I’activité principale en ce qui con- 
cerne les dépenses d’immobilisations a atteint au total 
154,6 millions de dollars. Il s’agit du plus haut niveau de 
dépenses d’immobilisation de toute I’histoire de la 
Société. A eux seuls, les travaux d’aménagement de 
la houillere Phalen, pour lesquels 87,5 millions de 
dollars ont été dépensés au cours de |’année, 
représentent le poste le plus important dans |’ensem- 
ble des dépenses d’immobilisations. Les travaux de 
construction et d’aménagement que comporte ce pro- 
jet progressent tres bien au point que la nouvelle 
houillere devrait 6tre mise en exploitation selon le 
calendrier prévu, soit au cours de la premiére moitié 
de 1987-1988. La capacité théorique annuelle de cette 
houillere est de 2 millions de tonnes de minerai tout- 
venant, dont la moitié escompte-t-on sera de qualité 
métallurgique. Grace a l’€quipement moderne et a la 
technologie, les coats comparatifs a |’échelle d’une 
houillére seront considérablement diminués du fait d’un 
meilleur rendement par poste de travail. Pour |’ensem- 
ble de la Société, |’addition d’une troisieéme houillére 
dans la chaine de production se traduira par des 
économies d’échelle eu égard aux couts des operations 
de surface et de |’administration. 


L’agrandissement connexe de |’usine de préparation 
du charbon de Victoria Junction a entrainé des 
dépenses de |’ordre de 23,8 millions au cours de 
l'année. Cet agrandissement doit étre terminé vers le 
milieu de l'année 1987-1988. Le budget approuve a 
l’origine pour les deux projets combinés (Phalen et Vic- 
toria Junction) s’élevaient a 218,4 millions de dollars; 
d’aprés les derniéres estimations révisées, tout indi- 
que que les travaux seront exécutés sans dépassement 
des couts. 


The second access tunnel at the Donkin-Morien 
Development Project was finished in February, 1987 
within the approved budget of $16.0 million. Further 
development on the project is not planned at this time 
because the high sulphur content of the Donkin coal 
makes it uncompetitive under current, international 
market conditions. The tunnels will be maintained in 
readiness until required for production when market 
conditions become favourable. 


Further measures to improve financial and operational 
controls were introduced in the past year. The Manage- 
ment Information Systems (MIS) Steering Committee 
assessed the Corporation’s information needs and 
adopted a comprehensive, four-year development plan 
in order to upgrade the existing systems and to 
establish additional systems where necessary. The 
Board of Directors approved a policy regarding Con- 
flict of Interest and Post-Employment for Office Holders 
of the Corporation. This policy was developed using as 
a basis the code established by the Federal Govern- 
ment. The Board of Directors also approved a Non- 
Routine Operating Expense Procedure which will en- 
sure that proposed non-routine expenditures will be 
subjected to an extensive approval and classification 
process. 


The Internal Audit group was strengthened and given 
an expanded mandate during the past year. This group 
conducts regular audit reviews and will be working in 
conjunction with the Special Examiner to ensure that 
the Corporation is meeting the compliance re- 
quirements of the Financial Administration Act. 


DISTRIBUTION OF COSTS 
1986/87 
REPARTITION DES COUTS 


LEGEND/LEGENDE 


ALARIES/WAGES MATERIALS 
J TRAITEMENT ET SALAIRES MATERIAUX 
[ DEPRECIATION i] SIONS 


PEN 
PENSIONS 


J DEPRECIATION 


ies) OTHER 
s AUTRES 


ADDITIONAL 
FINANCIAL 
CONTROL 
PROCEDURES 
ADOPTED 


ADOPTION DE 
NOUVELLES 

MESURES DE 
CONTROLE 
FINANCIER 


Les travaux d’aménagement de la deuxiéme galerie 
d’acces au projet de développement Donkin-Morien ont 
pris fin en février 1987, dans les limites du budget ap- 
prouvé de 16 millions de dollars. A ce stade, aucun 
autre développement n'est prévu dans le cadre de ce 
projet; la haute teneur en soufre du charbon de la 
Donkin rend ce dernier non concurrentiel dans |’état 
actuel du marché international. Les galeries seront en- 
tretenues de facon a pouvoir étre réutiliseées pour la pro- 
duction si jamais le marché se raffermit. 


D’autres mesures ont été adoptées |’année derniére 
pour améliorer les contrdles opérationnels et financiers. 
Le Comité directeur des systemes d’information de ges- 
tion (SIG) a évalué les besoins en information de la 
Société et a adopté un plan quadriennal global de 
nature a améliorer les systemes existants et a en créer 
de nouveaux au besoin. Le conseil d’administration a 
approuvé une politique sur les conflits d’intérét et 
|’apres-mandat pour les titulaires de charges publiques 
de la Société. On s’est inspiré pour ce faire du code 
élabore par le gouvernement fédéral. Le conseil d’ad- 
ministration a aussi approuve une procedure applicable 
aux dépenses extraordinaires d’exploitation qui permet- 
tra de s’assurer que ces dépenses sont soumises a un 
processus d’approbation et de classification plus 
élabore. 


Le groupe de la verification interne a vu son effectif 
augmenter et son mandat s’élargir au cours de la der- 
niére année. Il procédera a des verifications réguliéres 
et veillera, de concert avec l’examinateur spécial, a ce 
que la Société se conforme aux exigences de la Loi 
sur |’administration financiére. 


S. Phalen (L.), instructor with a group of trainees from Phalen 
Colliery at the Training Centre. 

Le moniteur S. Phalen (a gauche) avec un groupe de stagiatres 
de la houillére Phalen au centre de formation. 
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Coal Division - Five Year Statistical Summary 
La Division des charbonnages - Sommaire Statistique des cing derniéres Années 


Number of Employees 
Financial 
(millions of dollars) 
Revenues 
Expenditures 
Losses 
Capital Expenditures 


Sales Breakdown 
(000’s tonnes) 
NSPC 
Export 
Other Domestic 
Total Sales 
Production 
(000’s tonnes) 
High Grade 
Thermal 
Total Production 
Output Per Manshift 
(tonnes) 


For The Year Ended March 31 
Pour d’exercices prenant fin le 31 mars 


1983 1984 1985 1986 1987 
4 466 4 291 3 495 3 580 3651 Nombre d’employés 
Finances 
(en millions de dollars) 
170.1 139.2 159.8 181.7 183.8 Recettes 
216.6 188.8 169.8 198.6 201.5 Dépenses 
46.5 49.6 10.0 16.9 ee oF Pertes 
82.3 (EEG 86.9 93.7 154.6 Dépenses en 
immobilisations 
Ventilation des ventes 
(en milliers de tonnes) 
1 417 1 514 2 068 1 868 1 978 NSPC 
TYO LOZ 324 552 500 Exportation 
227 189 145 BAG 230 Autres ventes au Canada 
2 840 Gee 2 500 2 637 2708 Total des ventes 
Production 
(en milliers de tonnes) 
1 279 990 367 A427 495 Qualité supérieure 
il 40105 945 Dmllos 2 006 2, Naty) Houille thermique 
2 694 2 935 2 530 2 433 2 634 Total des productions 
Rendement par 
4.5 5.3 Coll 5.9 6.2 poste-personne 
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Members of the Phalen Colliery Mine Rescue Team - Nova Membres de Uéquipe de secours de la houillere Phalen - les cham 


Scotia Champions for LIS6. 


pions de la Nouvelle-Bcosse pour L986 
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Industrial Development 
Division 

The Industrial Development Division’s (IDD) mission is 
to co-ordinate and enhance the establishment and 
maintenance of viable private sector enterprises on 
Cape Breton Island. This mission statement is in sup- 
port of the long-term goal of the Division to create new 


employment opportunities on Cape Breton Island and 
improve existing enterprises. 


The new Federal agency, Enterprise Cape Breton 
(ECB), works closely with the Industrial Development 
Division. Enterprise Cape Breton acts as the principal 
point of entry for large-scale development projects, 
primarily in manufacturing/processing. The Industrial 
Development Division complements that effort through 
loan financing on large-scale, joint projects while pro- 
viding assistance to small-scale potential en- 
trepreneurs. The Division continues to offer a broad 
range of developmental programs for the resource sec- 
tors of Tourism, Fisheries, Agriculture and Forestry, 
primarily representing rural Cape Breton. The develop- 
ment policies of the Industrial Development Division, 
when combined with the programs of Enterprise Cape 
Breton, offer a wide, innovative range of developmen- 
tal programming. Expansion of employment in existing 
viable businesses continues as a major goal. 


During the fiscal year ended March 31, 1987, there was 
assistance provided to a total of 387 projects with a total 
financial commitment of $6.5 million. Total project ac- 
tivity is estimated to have created 391 jobs and main- 
tained 229 jobs. In addition, there were 61 non- 
monetary projects assisted in the agriculture sector. In 
the case of projects receiving financial assistance, 229 
were located in the rural regions and 158 were in the 
urban areas of Cape Breton Island. 


IDD 
MISSION 


MISSION DE 
LA DDI 


IDD/ECB 
PROVIDE 
COMPLEMENTING 
PROGRAMS 


PROGRAMMES 
COMPLEMEN- 
TAIRES OFFERTS 
PAR LA DDI 
ET ECB 


Division du Développement 
Industriel 


La Division du développement industriel (DDI) a pour 
mission de coordonner et de faciliter la mise sur pied 
et la survie d’entreprises privees viables sur l’ile du 
Cap-Breton. Cette mission s’incrit dans la foulée de 
l’objectif a long terme poursuivi par la Division a savoir 
créer de nouveaux débouchés d’emploi sur I’ile et 
ameéliorer les entreprises en place. 


Le nouvel organisme fédéral, Entreprise Cap-Breton 
(ECB), travaille en étroite collaboration avec la Division 
du développement industriel. Entreprise Cap-Breton 
constitue le principal point d’entrée pour les projets de 
développement de grande envergure, surtout dans la 
fabrication et la transformation. La Division du 
développement industriel compléte cet effort en offrant 
du financement sous forme de préts aux grands pro- 
jets a caractére mixte tout en fournissant de |’aide aux 
éventuels petits entrepreneurs. La Division continue 
d’offrir une vaste gamme de programmes de 
développement pour les secteurs des ressources 
(tourisme, péches, agriculture et forét) surtout en fonc- 
tion de la partie rurale du Cap-Breton. Combinée aux 
programmes d’Entreprise Cap-Breton, la politique de 
développement de la Division du développement in- 
dustriel offre vraiment un éventail large et innovateur 
de programmes. L’amélioration de la situation de 
l'emploi dans les entreprises commerciales viables 
demeure un objectif de premier plan. 


Au cours de |’exercice financier qui a pris fin le 31 mars 
1987, 387 projets ont regu de |’aide pour un engage- 
ment financier global de l’ordre de 6,5 millions de 
dollars. On estime avoir ainsi au total contribué a créer 
391 emplois et a en sauvegarder 229 autres. En outre, 
dans le secteur agricole, on a apporté une aide de 
nature non monétaire a 61 projets. Sur le nombre de 
projets qui ont bénéficié d’une aide financiére, 229 se 
trouvaient dans les régions rurales et 158 dans les 
secteurs urbains du Cap-Breton. 


Private Sector Investment Activities 
Activités relatives aux investissements du secteur privé 


I.D.D. 


Investment 


Number of 
Projects 


(in millions of dollars) 


Investisse- 
ments de la DDI 


Nombre de 
projects 


(en millions de dollars) 


Small Business 3.8 
Fisheries 0.9 
Tourism iL 5) 
Agriculture/Forestry Ors 


Jobs Jobs 
Maintained Created 
Emplois Emplois 
sauvegardés créés 
54 302 Petites entreprises 
99 Patt Péches 
76 62 Tourisme 
= : Agriculture/foret 
229 391 
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SECTORIAL ACTIVITIES ACTIVITES SECTORIELLES 
The objectives and programs of the Industrial Develop- SECTORIAL Les objectifs et programmes de la Division du 
ment Division are established to meet the identified PROGRAMS FOCUS développement industriel sont établis en fonction des 
needs for each sector to which support and assistance ON NEEDS besoins bien définis de chaque secteur auquel on ap- 
is offered. The programs and activities for the year will porte aide et appui. Voici pour chacun de ces secteurs 
be reviewed relative to each of these sectors. LES PROGRAMMES _ /@ revue des programmes et activités pour l'année. 
SECTORIELS 
SMALL BUSINESS SONT LES PETITES ENTREPRISES 
CONCENTRES 
The focus of IDD’s attention to small business is to SUR LES Par son aide aux petites entreprises, la DDI cherche 
strengthen managerial capabilities. Programs of finan- BESOINS avant tout a raffermir les capacités de gestion. Les pro- 
cial assistance are provided to businesses in this group grammes d’aide financiére destinés aux entreprises de 
so that they can expand and diversify their product lines ce secteur visent surtout a étendre et a varier les gam- 
and markets through identification and penetration of mes de produits et les marchés par la recherche et |’ex- 
additional Canadian and export market opportunities. ploitation de nouveaux débouchés tant au Canada qu’a 
l’étranger. 
Building construction for Multiflex Invention & Technology 
Development Inc., Sydport. 
Sydport Industrial Park, Point Edward, N.S, Construction de batiment pour la Multiflexr Invention & 
Pare industriel Sydport, Point Edward (N.-E) Technology Development Inc., Sydport. 
FISHERIES LES PECHES 
The preservation of jobs associated with the process- AQUACULTURE Pour la DDI, la préservation des emplois relies a la 
ing and harvesting of traditional ground fish is of para- INDUSTRY péche et a la transformation du poisson de fond revét 
mount importance to IDD’s role in the fisheries sector. EXPANDED une importance primordiale dans ce secteur. Highland 


Glace Bay’s largest private sector industry, Highland 
Fisheries, was rebuilt, in part, with IDD funding. Dur- 
ing the 1986/87 year, this role was pursued by pro- 
viding grant/loan incentive programs in order to im- 
prove shore-based equipment and facilities; encourage 
the exploration, development, and processing of non- 
traditional and under-utilized species; and support the 
development of fisheries and aquaculture related in- 
dustries. Generally increased interest and activity in 
aquaculture, coupled with IDD’s funding, has con- 
tributed to rapid growth in this sector. 


EXPANSION DE 
L’ ACQUICULTURE 


Fisheries, le plus grand employeur industriel de Glace 
Bay a pu étre reconstruit en partie grace aux fonds de 
la DDI. Dans cette optique, au cours de |’exercice 
1986-1987 la Division a assume ce rdle en accordant 
des subventions ou des préts dans le cadre de pro- 
grammes d’encouragement visant a améliorer |’equip- 
ment et les installations cétiéres, a favoriser la recher- 
che, |’exploitation et le traitement d’espeéces non tradi- 
tionnelles et sous-exploitées et, enfin, a encourager 
l'expansion des entreprises vouées a la péche et a l'a- 
quiculture. Dans ce secteur particulier, |’intérét et l’ac- 
tivité généralement accrus, ajoutés au financement de 
la DDI, ont contribué a un essor rapide. 


she} 


TOURISM 


The Cape Breton tourism industry is upgrading the level 
of accommodation and eating establishments and is 
developing cultural presentations and entertainment as 
a self-supporting industry to complement the tourism 
industry’s unique and natural blend of attractions. 


The Industrial Development Division’s purpose in the 
tourism sector is to significantly increase the number 
of tourists and to increase the duration of their stay in 
Cape Breton, through promotions in national and in- 
ternational markets in conjunction with the Province 
and the private sector. In response to a demand from 
private tourist operators for quality promotional 
material, a tourism video was filmed in 1986 and 
prepared for the Corporation in early 1987. This video 
is being distributed to private operators and large 
clearance houses for advertising purposes. The video 
is one component of the Corporation’s contribution to 
a much larger marketing plan for tourism on Cape 
Breton being developed jointly by government agen- 
cies and the private sector. 


In keeping with the Division’s strategic plan, IDD has 
divested the viable tourist operations Inverness Beach 
Village and the Louisbourg Operations to the private 
sector. The intention is to transfer other Corporation- 
owned or operated tourist facilities to the private sec- 
tor as circumstances warrant. 


AGRICULTURE/FORESTRY 


Varied initiatives and policies are needed to effect more 
diversification and growth throughout the entire 
agricultural community in Cape Breton. To this end, the 
majority of the Corporation’s assistance in the 
agriculture sector is concentrated in: lime support; 
Christmas tree production and marketing; bull and ram 
rental; finished cattle development; and equipment pur- 
chase programs. Technical and financial assistance is 
also provided to individuals involved in horticulture. 


The Corporation’s two demonstration farms served as 
a base for numerous training courses and committee 
meetings, some of which the IDD sponsored in 
cooperation with the Nova Scotia Department of 
Agriculture. 


On forestry activities, IDD has assisted in locating new 
markets for the under-utilized wood stock and has 
demonstrated its uses to private sector operators. The 
Division has also developed programs to assist in 
strengthening management and improving manage- 
ment practices for this sector. 


TOURISM 
PROMOTION 
EMPHASIZED 


LA PROMOTION 
DU TOURISME A 
L’HONNEUR 


PROMOTIONAL 
VIDEO RELEASED 


PRODUCTION 
D’UNE BANDE 
VIDEO DE 
PROMOTION 


DIVERSIFICATION 
PURSUED IN 
AGRICULTURE 


POURSUITE DE 
LA DIVERSIFI- 
CATION EN 
AGRICULTURE 


LE TOURISME 


L’industrie touristique du Cap-Breton a commencé a 
améliorer la qualité des établissements d’héberge- 
ment et de restauration et a transformer en industrie 
autonome le secteur des activites culturelles et des 
spectacles afin de compléter les attraits naturels et uni- 
ques qui font déja la réputation de Vile. 


Dans le secteur touristique, le but de la Division du 
développement industriel est d’accroitre sensiblement 
le nombre de touristes et de prolonger la durée de leur 
séjour au Cap-Breton grace a des campagnes de 
publicité menées a l’échelle nationale et internationale 
avec |’aide de la province et du secteur privé. En 
réponse a une demande de matériel publicitaire de 
qualité présentée par des exploitants privés 
d’établissements touristiques, un film pour bande 
magnétoscopique a été tourné en 1986 et préparé pour 
la Société au début de 1987. Cette bande est distribuée 
aux exploitants privés et aux grandes maisons de 
distribution a des fins publicitaires. Cette bande vidéo 
n'est qu’un des apports de la Société a un plan de com- 
mercialisation beaucoup plus vaste, élaboré conjointe- 
ment par les organismes gouvernementaux et le 
secteur privé pour promouvoir le tourisme au Cap- 
Breton. 


Dans la foulée du plan stratégique de la Division, la 
DDI a remis au secteur privé |’exploitation rentable du 
Inverness Beach Village et des installations de 
Louisbourg. Si les circonstances s’y prétent, la Société 
al’intention de confier au secteur privé d’autres installa- 
tions touristiques qui lui appartiennent en propre ou 
qu’elle exploite. 


AGRICULTURE/FORET 


Des initiatives et des politiques variées sont 
nécessaires pour diversifier et accroitre la production 
dans tout le secteur agricole du Cap-Breton. Pour ce 
faire, l'aide de la Société dans le secteur agricole se 
concentre avant tout sur l’aide pour |’achat de chaux, 
la production et la commercialisation d’arbres de Noél, 
la location de béliers et de taureaux, |’expansion de 
’élevage de bovins d’engraissement et |’achat 
d’instruments aratoires. De |’aide technique et finan- 
ciere est également fournis aux horticulteurs. 


Les deux fermes de démonstration de la Société ac- 
cueillent de nombreux cours de formation et des réu- 
nions de comités, dont certains sont parrainés par la 
DDI en collaboration avec le ministére de |’Agriculture 
de la Nouvelle-Ecosse. 


Dans le domaine forestier, la DDI a aidé a trouver de 
nouveaux marchés pour les stocks de bois sous-utilisés 
et a démontré les usages qui peuvent en étre faits 
aupreés des exploitants privés. La Division a également 
élaboré des programmes pour aider a raffermir la ges- 
tion et a améliorer les méthodes de gestion dans ce 
secteur. 


OTHER ACTIVITIES 


The Corporation continued to operate its 540 acre Syd- 
port Industrial Park at Point Edward, which provides 
land and building space to approximately 35 tenants. 
Strategically located on Sydney Harbour, Sydport of- 
fers facilities for ocean-going vessels. As demand for 
rental and lease accommodation increased, the Divi- 
sion responded by constructing new building space and 
offering land for sale to prospective new tenants. 


A mass media marketing campaign for Cape Breton 
Island, targeted to attract industry from Canada, the 
United States, Western Europe, and the Far East, was 
implemented by IDD as a support mechanism toward 
the Federal Government’s Cape Breton Initiative and 
Enterprise Cape Breton. 


Careers ’86, the Corporation’s revamped summer 
employment program, became the largest single con- 
tribution to summer employment in Cape Breton. Dur- 
ing 1986, the program realized the greatest response 
in its history, with 575 students placed in employment 
positions relating to their field of study. Private enter- 
prise throughout the Island has been most complemen- 
tary of this program. 


As in previous years, the Industrial Development Divi- 
sion was involved in numerous activities relating to the 
Corporation’s responsibilities as the major corporate 
citizen of Cape Breton. Support of projects such as the 
expansion of the McConnell Memorial Library in Sydney 
and funding provided to Municipal and community plan- 
ning commissions are typical examples of the Corpora- 
tion’s community involvement. The Corporation was 
also a major contributor to the Jeux Canada Games 
which were successfully staged in Cape Breton in 
February, 1987. Many of the Corporation’s employees 
were among the several thousand volunteers who con- 
tributed so significantly to the success of this 
undertaking. 


Aqualeulture facilities of Seacoast Fish Farming Limited, 
Glace Bay, N.S. 

Installations d’aqu iculture de la Seacoast Fish Farming 
Limited, Glace Bay (N.-E.) 


SYDPORT 
FACILITIES 
EXPANDED 


AGRANDISSEMENT 
DES 
INSTALLATIONS 
DE SYDPORT 


CAREERS ’86 
HIGHLY 
SUCCESSFUL 


CARRIERES 
1986 UN GRAND 
SUCCES 


AUTRES ACTIVITES 


La Société a poursuivi |’exploitation de son parc in- 
dustriel (Sydport) a Point Edward, lequel accueille sur 
ses terrains et dans ses immeubles quelques 35 
locataires. Bien situé dans le port de Sydney, Sydport 
peut accueillir des navires au long cours. Comme la 
demande de location et de location a bail augmentait, 
la DDI a réagi en construisant de nouveaux batiments 
industriels et en offrant des terrains a vendre a d’éven- 
tuels nouveaux locataires. 


Pour appuyer les efforts d’Entreprise Cap-Breton et 
d'Initiative Cap-Breton du gouvernement fédéral, la DDI 
a lancé une campagne de publicité dans les mass 
médias pour l’ile du Cap-Breton, campagne destinée 
a attirer des industries en provenance du Canada, des 
Etats-Unis, de |’Europe de |’Quest et de |’Extréme- 
Orient. 


Carriéres 1986, la version revue et corrigée du pro- 
gramme d’emploi été de la Société, est devenu le four- 
nisseur d’emplois pour étudiants le plus important du 
Cap-Breton. En 1986, le programme a connu le taux 
de réponse le plus élevé de toute son histoire, quel- 
que 575 étudiants réussissant grace a lui a se dénicher 
un emploi apparenté a leurs domaines d'études. Par- 
tout sur lille, l'entreprise privée est venue en force 
compléter les efforts déployés dans le cadre de ce 
programme. 


Comme par le passé, la Division du développement in- 
dustriel a participé a maintes activités s’inscrivant dans 
la foulée des responsabilités que la Société assume 
a titre de principal citoyen d’affaires du Cap-Breton. 
L’appui a l’agrandissement de la bibliotheque com- 
meémorative McConnell, a Sydney, et le financement 
fourni a des commissions municipales et a des com- 
missions d’urbanisme sont des exemples typiques de 
l’intérét actif que manifeste la Société a |’égard des af- 
faires communautaires. La Société n’est pas étrangeére 
non plus - beaucoup s’en faut - au succes des Jeux 
Canada Games qui se sont déroulés au Cap-Breton en 
février 1987. Bon nombre de ses employés figuraient 
parmi les milliers de bénévoles qui y ont été pour 
beaucoup dans la réussite de cette entreprise. 


BS : SS 3 
Interior construction at Highland Breweries Ltd., Sydport. 
Travaux de construction a Vinterieur (Highland Breweries 
Ltd.), Sydport. 
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*JOHN F. BURKE, D.D.S. KEITH ELDRIDGE 

Sydney, Nova Scotia Vice President Finance 

Sydney, (Nouvelle-Ecosse) Vice-président, Département des finances 
+ MENDEL CHERNIN W. TERRY LINEKER 

Pearl Realty Co., Ltd. Vice President Human Resources 


Sydney, Nova Scotia 
Pearl Realty Co., Ltd. 


Vice-president, Département des ressources humaines 


Sydney (Nouvelle-Ecosse) WALTER MacKENZIE 
effective Mar. '87 Vice President Surface Operations 
MICHAEL J. COCH RANE entrer en vigueur Mar. '87 Vice-président, Département des activités de surface 
Canadian Investors Corp. etired Dec. '86 
Toronto, Ontario ’ BRUCE R. McDADE a retirer Déc. '86 
Canadian Investors Corp. Vice President & Corporate Secretary 
Toronto (Ontario) Vice-président et secrétaire 
resigned Jan. '87 

PURDY CRAWFORD LEONARD McNEIL donner sa démission Jan. '87 
Imasco Ltd Vice President Industrial Development 
Montreal eye Vice-président, Division du développment industriel 
Unasco lid. RONALD P. NICHOLSON 
Bee Ueber) Vice President Engineering 

resigned Feb. '87 TRAE aAGK t. Dé rt ent d énie 
FRED J. DICKSON donner sa démission Fév. '87 ee ee ated oe 


Patterson Kitz 

Halifax, Nova Scotia 
Patterson Kitz : 
Halifax (Nouvelle-Ecosse) 


GEORGE W. MacDONALD 


MclInnes, Cooper & Robertson 
Halifax, Nova Scotia 

Mclnnes, Cooper & Robertson 
Halifax (Nouvelle-Ecosse) 


ae 


+ Chairman of the Audit Committee 
* Member of the Audit Committee 

+ Président du comité de vérification 
* Membre du comité de vérification 


The mailing address of the 
Corporation’s Head Office is: 


500 Kings Road 

Sydney, Nova Scotia 

B1S 1B1 

Telephone (902) 564-2848 


The Coal Division’s headquarters is in the General 
Mining Building, Union Street, Glace Bay, 
Nova Scotia. 


Mailing Address: 

P.O. Box 2500 

Sydney, Nova Scotia 

B1P 6K9 

Telephone (902) 564-2848 


The Industrial Development Division has its 
headquarters at Commerce Tower, 
Dorchester Street, Sydney, Nova Scotia. 


Mailing Address: 

P.O. Box 1750 

Sydney, Nova Scotia 

B1P 617 

Telephone (902) 564-3600 


L’adresse postale du siége social 
de la Société est la suivante: 


500, Kings Road _ 
Sydney (Nouvelle-Ecosse) 
BiS 1B1 

Tel.: (902) 564-2848 


Les bureaux de la Division des charbonnages 
sont situés dans le General Mining Building, 
rue Union, a Glace Bay (Nouvelle-Ecosse). 


Addresse postale: 

C.P. 2500 ; 
Sydney (Nouvelle-Ecosse) 
B1P 6K9 

Tel.: (902) 564-2848 


La Division du développement industriel a ses 
bureaux dans le tour de Commerce, Rue 
Dorchester, Sydney (Nouvelle-Ecosse). 


Adresse postale: 

C.P. 1750 ‘ 
Sydney (Nouvelle-Ecosse) 
B1P 617 

Tel.: (902) 564-3600 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division des charbonnages 


Notes complémentaires uite) 


31 mars 1987 


3. Immobilisations (suite) 


Au 31 mars 1987, des charges cumulatives de 80 920 142$ sont incluses dans les immobilisations afférentes au 
projet d’exploitation la houillere Donkin-Morien. La Société a évalué la viabilité de l’ensemble du projet en pre- 
nant en consideration les aspects Economique, commercial et stratégique par rapport aux codts importants de 
mise en valeur souterraine de la mine a des fins de production commerciale. Elle a décidé de conserver les tun- 
nels d’accés en place pour que les fonds déja engagés puissent ultérieurement porter fruit. Comme ces immobilisa- 
tions ne sont pas actuellement utilisées, la Société a décidé d’établir des provisions pour amortissement nominal 
a partir du 31 mars 1988. 


. Engagements 


a) Les engagements relatifs aux projets en immobilisations comprennent les montants suivants: 


environ 14 314 000 $ pour I’6quipement minier souterrain; 
environ 1 563 000 $ pour les autres installations 

b) En mai 1984, le gouvernement du Canada s’est engagé a mettre en valeur la houillere Phalen. Le coit total de 
mise en valeur devrait s’élever a environ 184 400 000 $ dont un montant de 36 400 000 $ devrait étre ap- 
prouve pour |’exercice 1987-1988. 

c) La Société loue le General Mining Building qui abrite les bureaux de la Division des charbonnages. La durée 
du bail est de 20 ans a partir de juin 1984 et comporte des versements d’environ 1 200 000 $ par année, au 
taux d’intérét actuel de 10,0%. Les versements annuels exigibles en vertu de ce bail fluctuent selon les taux 
d’intérét hypothécaires du bailleur. 


. Passif éventuel et demandes de réeglement 


a) Le 13 février 1981, une explosion a eu lieu sur un bateau qui transportait une cargaison de charbon prove- 
nant de la Société. Au 31 mars 1987, une poursuite a été intentée par le requérant, a laquelle la Société a |’intention 
de s’opposer en ce qui a trait a l'ensemble de la réclamation. Par conséquent, ces états financiers ne com- 
portent aucune provision pour quelque réclamation que ce soit. 


b) La Société est auto-assurée contre la perte éventuelle d’éléments d’actif souterrains et pour une partie de 
son assurance responsabilité civile. 


. Contrat de vente a long terme 


La Société et Nova Scotia Power Corporation ont conclu un accord portant sur la livraison a cette derniere d’une 
partie considérable de la production de charbon de la Société. Cet accord expirera en 2010. 


. Regime de retraite 


Une évaluation actuarielle du régime de retraite non contributif de la Société en date du 31 décembre 1985 a 
révelé l’existence d’une dette actuarielle non capitalisée de 62 400 000 $. Les comptes au 31 mars 1987 ne 
comprenaient aucune provision a |’'égard de ce passif. Le montant annuel minimal requis pour services passés 
et futurs, incluant les prestations de retraite, sera d’environ 11 100 000 $ par an de 1987 a 1992, de 6 200 000 
$ en 1993, et de 5 500 000 $ de 1994 a 1997. 


Les prestations de retraite totalisent environ 14 800 000 $. Si les prestations de retraite afferentes a n'importe 
quelle année étaient moins élevées que le montant annuel minimal requis, la Société provisionnerait la difference. 


. Impots sur le revenue 


La Société réclamera des crédits d’impét a l'investissement a I’égard de ses dépenses admissibles engagées et de 
ses éléments d’actif admissibles achetés aprés le 19 avril 1983. Selon la Société, ces crédits se chiffreraient a 
environ 13 000 000 $. Ce montant n’a pas été comptabilisé dans les présents états financiers et sera comptabilisé 
a titre de diminution des dépenses ou des éléments d’actif correspondants une fois regu. 


CAPE BRETON DEVELOPMENT CORP( )RATION 
Industrial Development Division 


(Established by the Cape Breton Development Corporation Act) 


Consolidated Balance Sheet 


as at March 31 


ASSETS 


Current 
Cash 
Accounts and interest receivable 
Receivable from Province of 


Nova Scotia 
Receivable from Government of Canada 
Inventories [Note 2(d)] 
Prepaid expenses 


Loans and investments 
Loans 
Investments 


Fixed [Notes 2(b) and 3] 


Other 
Deferred charges 


LIABILITIES 


Current 
Accounts payable 


EQUITY 
Equity of Canada 


Guarantees (Note 4) 
Commitments & Contingency (Note 5) 


On Behalf of the Board 


Md. Mh tw 


1987 


$1 413 820 
923 735 


33 174 


231 607 
36 238 


__2 638 574 


7 892 993 
__321 891 


__8 214 884 
__ 16 610 323 


So B98 
__$27 464 680 


$1 465 668 


___ 25 999 012 
__$27 464 680 


Director 


Director 


1986 


$1 476 368 
632 784 


3 800 000 
207 773 
19 806 


6 136 731 


3 064 858 
371 980 


3 436 838 


13 716 405 


899 


$23 290 873 


$652 321 


22 638 552 


$23 290 873 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


(constituée par la Loi sur la Société de développement du Cap-Breton) 


Bilan consolidé 


au 31 mars 


ACTIF 1987 1986 
A court terme 
Encaisse 1 413 820$ 1 476 368$ 
Débiteurs et intéréts 923 735 632 784 
Sommes a recevoir de la province de la 
Nouvelle-Ecosse 33 174 - 
Sommes a recevoir du gouvernement du Canada - 3 800 000 
Stocks (note 2d) 231 607 207 773 
Charges payées d’avance 36 238 19 806 
2 638 574 6is6a7ei 
Préts et placements 
Préts 7 892 993 3 064 858 
Placements 321 891 371 980 
8 214 884 3 436 838 
Immobilisations (notes 2b et 3) 16 610 323 13 716 405 
Autres éléments d’actif 
Charges reportées 899 899 
27 464 680$ 23 290 873$ 
PASSIF 
A court terme 
Créditeurs 1 465 668$ 652 321$ 
CAPITAL SOCIAL 
Capital social du Canada 25 999 012 22 638 552 
27 464 680$ 23 290 873$ 


Garanties (note 4) 


Engagements et Eventualité (note 5) 


Au nom du conseil 


administrateur 


administrateur 


CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


Consolidated Statement of Equity 


as at March 31 


1987 1986 
Equity at beginning of year $22 638 552 $19 655 455 
Payments during year from Government 
of Canada - Vote 45 (Note 1) 10 600 000 9 500 000 
33 238 552 29 155 455 
Deduct: Net operating expenses 7 239 540 6 516 903 
Equity at end of year $25 999 012 $22 638 552 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Etat consolidé du capital social 


au 31 mars 


Capital social au début de |l’exercice 
Versements du gouvernement du Canada au cours de 


l’exercice - crédit 45 (note 1) 


Moins charges d’exploitation nettes 
Capital social a la fin de l’exercice 


1987 1986 
22 638 552$ 19 655 455$ 
10 600 000 9 500 000 
33 238 552 29 155 455 
7 239 540 6 516 903 
25 999 012$ 22 638 552$ 


CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


Consolidated Operating Statement 


for the year ended March 31 


Development and operating expenses 
Industrial operations and assistance 
Tourist operations and grants 
New business development assistance 
Marine farming operations 
Real estate operating costs 
Community planning and projects 
Primary production operations 
Scholarships and apprentice programs 
Loss (Gain) on disposal of fixed assets 


Administration expenses 
Salaries 
Office and miscellaneous expenses 
Professional fees 
Travelling expenses 


Depreciation and amortization 
Provision for unrecoverable loans 
and receivables 


Total operating expenses for the year 


Revenue 
Tourist operations 
Real estate rentals 
Industrial operations 
Interest 
Marine farming operations 
Primary production operations 


Net operating expenses 


1987 1986 
$1 529 575 $1 777 582 
1 162 652 1 192 916 
2 497 760 1 572 405 
38 175 247 031 

923 387 773 770 
175 500 1 815 500 
481 983 436 319 

28 500 29 736 
198 442 (1 966) 
_7 035 974 7 843 293 
736 994 927 402 
559 373 312 578 

68 416 66 933 
34 459 75 884 

1 399 242 1 382 797 

1 354 626 1535 613 

1 238 875 (199 805) 
2 593 501 1 335 808 
11 028 717 10 561 898 
1 271 082 1 134 258 
1 104 025 1 304 552 
563 583 546 970 
763 195 749 573 
250 225 

87 292 59 417 

3 789 177 4 044 995 
$7 239 540 $6 516 903 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Etat consolidé des résultats d’exploitation 


de l’exercice terminé le 31 mars 


1987 1986 
Frais de mise en valeur et charges d’exploitation 
Exploitation et aide industrielles 1 529 575$ 1 777 582$ 
Exploitation touristique et subventions 1 162 652 1 192 916 
Aide a la création de nouvelles entreprises 2 497 760 1 572 405 
Elevage marin 38 175 247 031 
Cotts des opérations immobiliéres 923 387 773 770 
Planification et programmes communautaires 175 500 1 815 500 
Autre production primaire 481 983 436 319 
Programmes de bourses et de formation 28 500 29 736 
Perte (gain) a l’aliénation d’immobilisations 198 442 (1 966) 
7 035 974 7 843 293 
Frais d’administration 
Salaires 736 994 927 402 
Frais de bureau et frais divers 559 373 312 578 
Honoraires 68 416 66 933 
Frais de déplacement 34 459 75 884 
1 399 242 1 382 797 
Amortissements 1 354 626 1 535 613 
Provision pour préts et créances 
irrécouvrables 1 238 875 (199 805) 
2 593 501 1 335 808 
Total des charges d’exploitation de l’exercice 11 028 717 10 561 898 
Produits 
Exploitation touristique 1 271 082 1 134 258 
Loyers - opérations immobiliéres 1 104 025 1 304 552 
Exploitation industrielle 563 583 546 970 
Intéréts 763 195 749 573 
Elevage marin 250 225 
Autre production primaire 87 292 59 417 
3 789 177 4 044 995 
Charges d’exploitation nettes 7 239 540$ 6 516 903$ 
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CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


Consolidated Statement of Changes in Financial Position 


for the year ended March 31 


Cash from financing activities 
Payments by Canada - Vote 45 


Cash for operating activities 
Net operating expenses 
Charges (Credits) not affecting cash 
Depreciation and amortization 
Loans forgiven 
Loss (Gain) on sale of fixed assets 
Provision for (Recovery of) doubtful accounts 


(Increase) Decrease in non-cash operating 
working capital* 


Cash for investing activities 
Loan repayments 
Loan drawdowns 
Purchase of fixed assets 
Proceeds from sale of fixed assets 
Purchase of investments 


Increase (Decrease) in cash 
Cash at beginning of year 


Cash at end of year 


(Increase) Decrease in non-cash 
operating working capital” 
Accounts receivable 
Inventories 
Prepaid expenses 
Accounts payable 


1987 1986 
$10 600 000 $9 500 000 
(7 239 540) (6 516 903) 
1 354 626 1 535 613 
164 683 77 385 
198 442 (1 966) 
1 364 696 (317 835) 
(4 157 093) (5 223 706) 
4 248 956 (2 417 797) 
91 863 (7 641 503) 
762 556 988 244 
(7 120 551) (2 047 441) 
(4 868 370) (815 638) 
426 865 380 720 
45 089 (4 417) 
(10 754 411) (1 498 532) 
(62 548) 359 965 
1 476 368 1116 403 
$1 413 820 $1 476 368 
$3 475 875 $(2 919 341) 
(23 834) 199 939 
(16 432) 6 096 
813 347 295 509 
$4 248 956 $(2 417 797) 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Etat consolidé de l’évolution de la situation financiére 


de l’exercice terminé le 31 mars 


Liquidités provenant des activités de financement 
Versements par le Canada - crédit 45 


Liquidités affectées aux activités d’exploitation 
Charges d’exploitation nettes 
Débits (crédits) n’entrainant pas de mouvements de trésorerie 
Amortissements 
Remises de dettes 
Perte (gain) a la vente d’immobilisations 
Provision pour (recouvrement de) créances douteuses 


(Augmentation) diminution du fonds de roulement 
d’exploitation hors caisse* 


Liquidités affectées aux activités d’investissement 
Remboursement du prét 
Prélevement sur le prét 
Achat d’immobilisations 
Produit de la vente d’immobilisations 
Achat de placements 


Augmentation (diminution) des liquidités 
Liquidités au début de |’exercice 


Liquidités a la fin de l’exercice 


(Augmentation) diminution du fonds de roulement 
hors caisse* 
Débiteurs 
Stocks 
Charges payées d’avance 
Créditeurs 


1987 1986 
10 600 000$ 9 500 000$ 
(7 239 540) (6 516 903) 

1 354 626 1 535 613 
164 683 77 385 
198 442 (1 966) 

1 364 696 (317 835) 

(4 157 093) (5 223 706) 

4 248 956 (2 417 797) 

91 863 (7 641 503) 

762 556 988 244 
(7 120 551) (2 047 441) 
(4 868 370) (815 638) 

426 865 380 720 

45 089 (4 417) 
(10 754 411) (1 498 532) 

(62 548) 359 965 

1 476 368 1116 403 

1 413 820$ 1 476 368$ 

3 475 875$ (2 919 341)$ 

(23 834) 199 939 

(16 432) 6 096 

813 347 295 509 
4 248 956$ (2 417 797)$ 
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CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


Notes to the Consolidated Financial Statements 


March 31, 1987 


1. General Policy 


The mission of the Industrial Development Division, as stated in the approved five year plan (1985/86 - 1989/90), 
is to support the establishment and maintenance of viable enterprises on Cape Breton Island, thereby improving 
the economic base and employment opportunities on the Island. In accomplishing these objectives, the Corpora- 
tion makes loans and investments, the amounts of which may be in excess of those which would be available through 
normal commercial sources. The Corporation also makes grants to assist enterprises which are considered likely 
to make a substantial improvement to the development of Cape Breton Island. 


The Industrial Development Division is financed by way of Vote of the Parliament of Canada. Parliament voted 
$10,600,000 for this purpose during the fiscal year ended March 31, 1987. 


2. Significant Accounting Policies 


a) i) Basis of Consolidation 
The financial statements of the Industrial Development Division include the results of the Division and all its 
subsidiaries as explained below. 


Corporation Company 


Interest Year End 

Darr (Cape Breton) Limited 

(Real Estate) 100% Dec. 31 
Cape Breton Marine Farming Limited 

(Inactive) 100% March 31 
Whaie Cove Summer Village Limited 

(Tourist Accommodations) 62.5% March 31 
Dundee Estates Limited 

(Tourist Accommodations) 100% March 31 


ii) As the financial statements of Whale Cove Summer Village Limited report a deficit equity position as at March 
31, 1987, and the minority interest in losses to date have been absorbed against the total of the minority in- 
vested capital, the losses of this company are included in the consolidated net operating expenses. As a 
consequence, no minority interest for this subsidiary is shown in the consolidated balance sheet. 


b) Fixed Assets 


Fixed assets are recorded at cost. The cost and related depreciation of items retired or disposed of are removed 
from the books and any gains or losses are included in the consolidated operating statement. Depreciation is pro- 
vided on the straight-line method using rates based on the estimated useful lives of the assets generally as follows: 


Buildings Up to 20 years 
Equipment 4 to 10 years 
Vehicles 3 to 4 years 


c) Accounting Policy - Certain Subsidiaries 


The statements of Dundee Estates Limited include notes indicating that their statements have been prepared on 
the assumption that the company can continue to operate as a going concern, which assumption depends on the 
continued financial support of Cape Breton Development Corporation. 


d) Inventories 
Inventories are valued at the lower of cost and net realizable value, with cost determined on a first in, first out basis. 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Notes complémentaires 


31 mars 1987 


1. Politique générale 


La Division du développement industriel vise, comme il est mentionné dans le plan quinquennal approuvé (1985-1986 
- 1989-1990), a favoriser |’établissement et le maintien d’entreprises viables sur |’ile du Cap-Breton, améliorant ainsi 
la base économique et les possibilités d’emploi sur I’ile. La Société atteint ces objectifs par |’octroi de préts et par 
l'investissement de fonds souvent supérieurs aux montants que pourraient fournir les sources commerciales 
ordinaires. De plus, la Société offre des subventions aux entreprises qu’elle juge capables de fournir un apport 
important au développement de |’ile du Cap-Breton. 


La Division du développement industriel est financée au moyen de crédits votés par le Parlement du Canada. 
C’est ainsi que le Parlement a voté des crédits de 10 600 000$ au cours de |’exercice terminé le 31 mars 1987. 


2. Principales conventions comptables 


a) i) Consolidation 
Les états financiers de la Division du développement industriel comprennent les résultats de la Division et 
de toutes ses filiales, comme il est expliqué ci-dessous: 


Participation Fin 
de la Société d’exercice 
Darr (Cape Breton) Limited 


(immobilier) 100% 31 décembre 
Cape Breton Marine Farming Limited 

(inactive) 100% 31 mars 
Whale Cove Summer Village Limited 

(logements touristiques) 62.5% 31 mars 
Dundee Estates Limited 

(logements touristiques) 100% 31 mars 


ii) Comme les é€tats financiers de Whale Cove Summer Village Limited font état d’une situation déficitaire au 
31 mars 1987 et que la part des actionnaires minoritaires dans les pertes subies jusqu’a maintenant a été 
imputée au total du capital investi par les actionnaires minoritaires, les pertes de cette société sont comprises 
dans la perte nette consolidée. Par conséquent, aucune participation minoritaire dans cette filiale n’est in- 
scrite au bilan. 


b) Immobilisations 


Les immobilisations sont comptabilisées au prix codtant. Le prix codtant et l’amortissement correspondant 
des biens aliénés sont radiés des livres et les gains ou les pertes qui découlent de ces opérations sont inclus 
dans |’état consolidé des résultats. L’amortissement est calculé suivant la méthode de |’amortissement linéaire 
a des taux fondés sur la durée d’utilisation probable des biens qui s’établit généralement ainsi: 

Batiments jusq’a 20 ans 

Equipement de 4 a 10 ans 

Véhicules de3a4ans 


c) Convention comptable de certaines filiales 


Des notes des états financiers de Dundee Estates Limited indiquent que les états de cette société ont été 
dressés selon la convention de la permanence de |’entreprise, laquelle dépend de |’appui financier continu 
de la Société de développement du Cap-Breton. 


d) Stocks 


Les stocks sont évalués au prix codtant, déterminé suivant la méthode de |’épuisement successif, ou a la 
valeur de réalisation nette, selon le moins élevé des deux montants. 
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CAPE BRETON DEVELOPMENT CORPORATION 
Industrial Development Division 


Notes to the Consolidated Financial Statements (continued) 


March 31, 1987 


3. Fixed Assets 1987 1986 
Rental facilities $9 869 708 $6 236 487 
Tourist facilities 6 733 689 8 503 872 
Primary industry facilities il ZAstsy 2558) 1 730 627 
Secondary industry facilities 7 673 106 7 215 937 

26 011 756 23 686 923 
Less: Accumulated depreciation 9 401 433 9 970 518 
$16 610 323 $13 716 405 


The four categories of fixed assets shown above each include land, buildings and equipment. 


. Guarantees 


During the 1976 year, the Corporation guaranteed the repayment by Sydney Steel Corporation of that corpora- 
tion’s $70,000,000 - 11%% Series D Debentures and the repayment of interest thereon. These funds were 
borrowed by Sydney Steel Corporation for the purpose of financing its plant rehabilitation program. The balance 
of the outstanding debentures has since been reduced to $38,010,000. 

The Corporation in 1971 guaranteed the repayment of bank advances to Stora Kopparbergs Bergslags Aktiebolag. 
This guarantee originally amounted to $30,000,000. The balance of advances has since been reduced to $7,500,000. 


The Corporation made the guarantees for and on behalf of Her Majesty the Queen in right of Canada; therefore, 
any amounts required to be paid shall be paid out of the Consolidated Revenue Fund of Canada and not out of 
funds of Cape Breton Development Corporation. 


. Commitments and Contingency 


(a) As at March 31, 1987, the Industrial Development Division of the Corporation was committed to expenditures 
and loans over and above the amounts included in the financial statements at that time, totalling $5,300,000. 


(b) The Corporation entered an agreement to lease premises in Commerce Tower, effective May 1, 1987, to pro- 
vide office space for the Industrial Development Division and Enterprise Cape Breton. The lease is for a five 
year period with lease payments of approximately $252,000 per annum. 

(c) For the fiscal year ending March 31, 1988, Parliament has voted $10,600,000 to the Industrial Development 
Division but has reserved $3,910,000 of this amount pending the completion of a formal memorandum of 
agreement between Enterprise Cape Breton and the Corporation, which agreement must also be approved by 
Treasury Board. 
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SOCIETE DE DEVELOPPEMENT DU CAP-BRETON 
Division du développement industriel 


Notes complémentaires Guite) 


31 mars 1987 


3. Immobilisations 1987 1986 
Installations en location 9 869 708$ 6 236 487$ 
Installations touristiques 6 733 689 8 503 872 
Instailations de l’industrie primaire i) 78s) ZINE) il 7ASK0) (6¥227/ 
Installations de l'industrie secondaire 7 673 106 7 215 937 

26 011 756 23 686 923 
Moins amortissement cumulé 9 401 433 9 970 518 
16 610 323$ 13 716 405$ 


Chacune des quatre catégories d’immobilisations figurant ci-dessus comprend des terrains, des batiments et 
du matériel. 


. Garanties 


Au cours de l’exercice 1976, la Société a garanti le remboursement par Sydney Steel Corporation de 70 000 000 $ 
en debentures 11% % série D de cette société ainsi que le paiement de |’intérét sur ces débentures. Sydney Steel 
Corporation avait emprunté ces fonds dans le but de financer le programme de remise en état de son usine. Le solde 
des débentures en cours a été réduit depuis lors a 38 010 000$. 

La Société a garanti en 1971 le remboursement d’avances bancaires consenties a Stora Kopparbergs Bergslags 
Aktiebolag. Cette garantie se chiffrait initialement a 30 000 000$. Le solde des avances a été réduit depuis lors a 
7 500 000$. 

La Société a consenti ces garanties pour Sa Majesté la Reine du chef du Canada et en son nom, et toutes les 
sommes devant étre versées devront provenir du Fonds du revenu consolidé du Canada et non pas des fonds de 
la Société de développement du Cap-Breton. 


. Engagements et éventualité 


(a) Au 31 mars 1987, les engagements de la Division du développement industriel de la Société au chapitre des 
dépenses et des préts totalisaient environ 5 300 000 $ en sus des montants portés aux états financiers a cette date. 


(b) La société a conclu, en date du 1er mai 1987, un contract de location des espaces a bureaux a la Commerce 
Tower pour la Division du développement industriel et Entreprise Cap-Breton. Le bail, d’une durée de cing ans, 
prévoit des versements d’environ 252 000 $ par an. 

(c) Pour l’exercice se terminant le 31 mars 1988, le Parlement a vote |’attribution de 10 600 000 $ a la Division 
du développement industriel, mais a retenu 3 910 000 $ de ce montant sous réserve de |’éstablissement d’un 
protocole d’entente entre Entreprise Cap-Breton et la Société, entente qui doit aussi étre approuvée par le 
Conseil du Trésor. 
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CORPORATE PROFILE 


The Cape Breton Development Corpora- 
tion (CBDC) was formed by an Act of 
Parliament in 1967 and is wholly owned by 
the Government of Canada. Located in 
Cape Breton, Nova Scotia, this Crown cor- 
poration is structured with two divisions, 
the Coal Division and the Industrial Devel- 
opment Division. In 1987, the Government 
of Canada announced that the activities of 
the Industrial Development Division would 
continue under a newly formed Crown 
agency, Enterprise Cape Breton Corpora- 
tion. At the end of the fiscal year, the re- 
quired legislation to provide for this transi- 
tion was awaiting Parliamentary approval. 


The Coal Division is the largest coal 
producer in Eastern Canada and, with 
approximately 3,400 employees, is also 
one of the largest industrial employers in 
Atlantic Canada. The current operations 
consist of three producing collieries as well 
as fully integrated support facilities for the 
preparation and local transportation of 
coal, prior to distribution to Canadian and 
international markets. Assets at March 31, 
1988 were valued at $593 million. Coal 
sales for 1987/88 were three million ton- 
nes, yielding revenue of $206 million. Coal 
production and revenue will increase in 
1988/89 as the Phalen Colliery will have 
been in production for a full year. 


The Industrial Development Division offers 
a variety of programs to assist new and 
existing businesses located throughout the 
island. The programs provide financial 
assistance by way of loans, grants, or 
equity participation and are made available 
to various sectors of the local economy 
including: small business, manufacturing, 
tourism, fisheries, forestry and agriculture. 
In addition to the major community impact 
of the Coal Division, the Industrial Devel- 
opment Division also carries out programs 
to fulfill the Corporation's responsibilities 
as the major corporate citizen of Cape 
Breton. These programs include providing 
student employment, improving and con- 
structing infrastructure facilities and ac- 
tively supporting various community or- 
ganizations and events. 


CORPORATE MISSION 


Coal Division 


The mission is to be a dependable supplier 
of quality coal-related energy products to 
our customers by operating a safe, commer- 
cially viable corporation which provides a 
positive working environment through 
efficient and effective utilization of human, 
physical and technical resources with regard 
to the protection of the physical environ- 
ment, the interests of the shareholder, 

the employees, the community, and the 
long-term economic good of Cape Breton. 


Industrial Development Division 


The mission of the Industrial Development 
Division is to support the establishment and 
maintenance of viable private enterprises on 
Cape Breton Island, thereby improving the 
economic base and employment opportuni- 
ties on Cape Breton Island. 
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This year our annual report cover features several of our employees 
at work in the mines. In the top photo, from left to right, are Johnny 
Chauder, Bill Wallner and Joe MacNeil. lke Batten is pictured in the 
lower one. 


1987 HIGHLIGHTS 


June 5, 1988 * Losses reduced by $16 million. 


Honourable Robert R. de Cotret, P.C., M.P. * Budgeting process and internal control 


Minister strengthened. 


Soh ees Mie GIN Se ate ¢ Special Examination outlined nine 
Ottawa, Ontario projects to be concluded by September 


K1A OHS 1988 as required by.the Financial 
Administration Act. 
* New Phalen Colliery on stream and on 


Dear Mr. Minister: 


On behalf of the Board of Directors, | am budget. 

pleased to present the Cape Breton Develop” * Victoria Junction Coal Preparation Plant 

ment Corporation’s Annual Report for the fiscal : ; 

year ended March 31, 1988. expansion completed on time and on 
budget. 

This Annual Report is submitted in accordance ¢ Coal-water fuel technology is the most 


with the provisions of the Financial Administra- 
tion Act and the Cape Breton Development 
Corporation Act. The Report includes the * Phalen Colliery team won the Provincial 
annual financial statements, together with the Mine Rescue Competition. 


advanced of its kind in the world. 


auditors’ report thereon, for the Coal Division 


and the Industrial Development Division. * Promotion of Tourism is #1 priority. 


* Careers Program placed 586 students. 
Sincerely, * Bargaining units consolidated from 


twelve to four. 
Tema Nat if - Functional system training introduced. 
* Safety record continued to improve. 
ee irae te cies * Occupational Health study accepted by 
and Acting President the Corporation. 
* Corporate Affairs Department 
established. 


YEAR AT A GLANCE FORTHE YEAR ENDING MARCH 31 


Coal Division 1988 1987 
Financial ($000's) 
Operating Revenue $ 204 838 $ 183 808 
Operating Costs 241 986 209 914 
Net Loss 1 672 17 685 
Capital Expenditures 71 564 154 646 
Operations 
Coal production from 

all sources (000's tonnes) 2 930 2 224 
Ouput per Manshift (tonnes) 7.3 6.2 


Accidents Per Million Manhours 139 149 


REPORT OF THE 
CHAIRMAN OF THE 
BOARD OF DIRECTORS 


The 1987/88 fiscal year was noteworthy for 
the Cape Breton Development Corpora- 
tion. We began the period well positioned 
to achieve our commercial mandate and | 
am pleased to report that we continued to 
make progress toward the goal. The 
mandate calls for us to generate sufficient 
operating profits to cover our on-going 
capital requirements. The measure of our 
progress toward this objective can be 
gauged by the sharp reduction in our 
losses to $1.7 million for the year com- 
pared to $17.6 million for the 

previous fiscal year. The improvement 
resulted from higher revenues and more 
efficient operations throughout the 
Corporation. 


The Corporation marked another milestone 
in 1987/88 when the new Phalen Mine 
became operational and the expansion of 
the Victoria Junction Coal Preparation 
Plant was completed. These projects 
involved capital expenditures of $218 
million which I’m pleased to report is within 
budget. The Coal Division can now simul- 
taneously service our traditional customers 
and compete effectively for new ones. For 
example, we are working diligently to 
penetrate new markets in the United 
States, Europe and South America. 


Operational efficiencies to strengthen our 
competitive position were accomplished, 
primarily as a result of early retirement and 
normal attrition. 


Other primary human resource considera- 
tions were, and will continue to be, safety 
and training. Safety was given top priority 
in 1985/86 with the introduction of the 
Management Safety Audit System. In the 
intervening time our accident frequency 
rate has dropped markedly. Measured by 
the International Safety Rating Systems 
Advanced Program we have achieved a 
three star status. The ultimate rating is five 
Stars, a target at which we are aiming but 
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which can only be reached through every- 
one in the Corporation becoming acutely 
safety conscious. 


Training, of course, is of critical importance 
in a world that is undergoing continuous 
and rapid change, technically, commer- 
cially and socially. The Corporation is 
committed to training its employees to 
provide them with skills to handle these 
new changes. 


While we are extremely pleased with the 
Corporation’s progress, events and circum- 
stances are raising challenges that will de- 
mand much attention from us in the future. 
Of the many we face, | see the following 
four challenges and opportunities as the 
most important: 


¢ Our coal-water fuel technology’ is 
now the most advanced of its kind in 
the world. It has the potential to 
replace oil as a fuel for electric power 
generating plants and simultaneously 
meet environmental concerns relative 
to sulphur emissions. However, the 
price of oil must rise before the 
process becomes economically 
attractive to investors. While nothing 
is certain, the long-term outlook 
foresees oil prices rising to levels 
where our coal-water fuel ultimately 
should be quite competitive. 


Mine Rescue Competition, Glace Bay 


‘mixes coal, water and chemical additives for use as a 
replacement for heavy fuel oil 
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* The life of the Lingan Colliery is of 
concern. At present rates of production 
Lingan Colliery has only nine more 
years before major capital expenditures 
are necessary. Feasibility studies are 
now underway to determine how we 
might extend its operational life. 
However, we recognize that any project 
of this kind will require substantial 
capital investment. 


* The marketing of coal continues to be a 
challenge in an over-supplied world. 
This reality is brought close to home 
with the proposed new mine in Pictou 
County competing to supply thermal 
coal to our chief customer, the Nova 
Scotia Power Corporation. 


* The Canadian Coast Guard requires 
that coal be stored for 30 days' before 
shipping but increased production is 
beginning to strain our storage 
capability. Expansion of the storage 
area is limited due to environmental 
concerns as well as physical 
constraints. A coal transfer pad has 
been constructed at the International 
Pier to alleviate this concern. We are 
presently addressing the environmental 
issues related to the use of this pad. 


I’m sure all of these challenges will be met 
successfully. My confidence is buttressed 
by the Knowledge that we have a skilled 
and increasingly dedicated work force who 
have made possible the accomplishments 
of 1987/88. My thanks go to them for their 
efforts over the past year. Indeed, they 
have been building for the future and, I’m 
pleased to say, with a large measure of 
SUCCESS. 


Submitted on behalf of the 
Board of Directors. 


Teresa MacNeil 
Chairman 


Ras 
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Lingan Colliery 


Coal-water Fuel Preparation 


‘storage reduces the danger of ignition of accumulated 
methane gas 


OPERATIONS 


The fiscal year 1987/88 was a period of 
new achievements for the operating divi- 
sions of the Corporation. In the Coal 
Division, sales and production rose sub- 
stantially and two major capital projects 
were completed within budget. In the 
Industrial Development Division, invest- 
ment outlays increased to nearly $9 million 
as funding was provided to 563 projects, 
nearly 200 more than the previous year. 


Coal Division 


During the 1987/88 fiscal year, coal sales 
reached their highest level since 1982, 
totalling 3.0 million tonnes compared with 
2.7 million tonnes for the previous year, a 
gain of nearly 11 percent. Of the total, 68 
percent went to the Nova Scotia Power 
Corporation (NSPC), 22 percent to export 
metallurgical markets’ and thermal mar- 
kets,* with the remainder to other North 
American customers. NSPC sales were 
almost three percent higher because of the 
conversion to coal of their Point Tupper 
Generating Station. The gains were made 
possible largely by the new Phalen Colliery 
becoming operational and the expansion of 
the Victoria Junction Coal Preparation 
Plant. These projects were completed 
within budget at a cost of $218 million. 


‘steel-making markets 
“domestic electrical generation and cement plants 
*has not been washed to remove impurities 


Efforts were aggressively continued to 
identify those customers who are prepared 
to pay a premium price for the specific 
physical and chemical properties inherent 
in the Corporation’s coal. This “niche 
marketing” policy has opened up new 
markets in Europe, Asia and South Amer- 
ica since its inception in 1985/86. 


On the negative side, last year saw a 
continued drop in international coal prices 
made worse by the strengthening Cana- 
dian dollar. However, at year-end there 
were indications that prices were beginning 
to stabilize and might possibly improve. 
The market remained intensely competi- 
tive, a condition that prevailed despite the 
closing of some high cost foreign mines. 


Coal production from all sources in 
1987/88 reached 3.3 million tonnes, an 
increase of 25 percent over the previous 
year. Of this total, 1.2 million tonnes came 
from the Prince Colliery; 0.9 million tonnes 
from Lingan Colliery; and 0.8 million 
tonnes from the new Phalen Colliery which 
was completed in 1987 at a cost of $184 
million. 


The Mine Engineering Department pro- 
vided strong support to the collieries during 
the period. Among the projects supported 
were the installation of new surface fans at 
Phalen and Prince Collieries. At Lingan, 
construction was begun on the installation 
of two large underground booster fans to 
improve ventilation. As well, feasibility 
studies and projects designed to improve 
mining methods and enhance the working 
life of the Lingan Colliery continued. 


A $34 million expansion was completed at 
the Victoria Junction Coal Preparation 
Plant in 1987/88. The added capacity 
enables the plant to handle the increased 
mine output from these collieries. As a 
result, it processed 2,552,369 tonnes of 
run-of-mine coal? which yielded some 
1,788,408 tonnes of coal for sale, a gain of 
seven percent over 1986/87. The Victoria 


Junction Coal Preparation Plant also re- 
duced its costs some 22 percent on a cost- 
per-tonne basis. This significant achieve- 
ment came about chiefly through increased 
plant throughput and yield, increased plant 
availability, manpower reduction and more 
efficient use of equipment. 


The Transportation Department handled 
greater tonnage in all of its operations in 
1987/88 and was also successful in reduc- 
ing costs. The railway, International Pier, 
and trucking operations were able to reduce 
expenses on a per-tonne basis over 1986/ 
87. The savings reflect, in addition tothe 
greater tonnage handled, new efficiencies 
and reduced manpower. 


In Central Maintenance, 1987/88 was 
highlighted by both improved technical 
capability and cost performance. The 
Central Shops fabricated and assembled 
the roof supports for the new Phalen Col- 
liery and completely overhauled a road 
header machine’ to be used at Lingan Col- 
liery. Both projects required significant 
changes in the Central Shops’ technical 
skills, quality and project controls. In- 
creased productivity helped to reduce the 
net Shop costs by almost 50 percent. On 
the other hand, the employment level 
increased some 13 percent. 


Collectively, the operating units posted an 
improved safety record in 1987/88 com- 
pared to the previous period. But the com- 
mitment to improved safety was apparent in 
more than the statistics. A team from the 
Phalen Colliery won the Provincial Mine 
Rescue Competition and was invited to 
participate as the guest of the U.S. National 
Mine Rescue Association Competition in 
Louisville, Kentucky. As well, the Corpora- 
tion purchased new self-contained self- 
rescuers for all collieries. The union, the 
Corporation and Labour Canada will rewrite 
the Corporation's Coal Mines Safety Regu- 
lations. 


Industrial Development Division 


During 1987/88 the Industrial Development 
Division, in addition to its traditional role of 


‘used to develop underground roadways 
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providing financial assistance to existing and 
new business enterprises, focused on the 
importance of education, community and 
sectoral planning. As well, the Division 
worked to increase the quality and quantity 
of information, and to improve the profes- 
sional skills of staff members. 


Last year, 563 projects received assistance 
with a financial commitment of more than 
$8.3 million (excluding the Summer 
Employment Program). Projects ranging 
from a few hundred to several million 
dollars were supported. In addition there 
were 1,051 projects or inquiries related to 
agriculture and forestry which the Division 
assisted through human resource support. 
Through these activities, the Industrial 
Development Division has fostered eco- 
nomic development in all the following 
sectors in which it operates. 


Small Business 


The Division played a major role in provid- 
ing direct funding, negotiating financial 

arrangements and working closely with the 
management of various small businesses. 


For example, it helped establish two automo- 
tive parts manufacturing plants in Port 
Hawkesbury. The division helped a third 
enterprise to establish in Cape Breton when 
it made a three million dollar commitment to 
complete the necessary financing 
arrangements. 


COM SS 


Prince Colliery 


To assist local companies in remaining 
competitive with off-island manufacturers, 
the Division provides subsidies to a maxi- 
mum of five percent of the labour and 
materials sourced in Cape Breton, to 
companies supplying coal-related manu- 
facturing products to the Coal Division. 


Fisheries 


The Division’s fisheries unit provided both 
money and counselling assistance for the 
establishment of a Fisheries Advisory 
Committee, which has a mandate to 
discuss and act upon common problems 
encountered in the Cape Breton fishery. 
Financial and human resource support was 
provided to. the Eastern Nova Scotia Mus- 
sel Growers Association to undertake a 
public relations campaign designed to 
promote mussels as a Safe edible product. 
Other fisheries-related Support was also 
provided to various groups. 


Tourism 


In 1987/88 the Division commissioned a 
comprehensive study of the Cape Breton 
Island tourist industry. This study received 
resounding public support and will provide 
the basis of the industry’s future strategic 
direction and help guide the Division as it 
works to promote tourism with its resulting 
economic benefits. At the end of the fiscal 


Tree Farmer, Mira 


year the Division was developing a promo- 
tional campaign to emphasize the culture, 
history, scenery and outdoor activities on 
the Island. 


Agriculture/Forestry 


In the agricultural sector, the Division 
played a key role in the establishment of 
two provincially inspected abattoirs on 
Cape Breton Island and answered hun- 
dreds of inquiries, with technical data 
and/or hands-on demonstrations. 


In Forestry, the Division assisted in the 
establishment and funding of the Island 
Wood Chip Development Association. It 
also continues to play an active intermedi- 
ary role among the various groups seeking 
to effectively develop and utilize Cape 
Breton’s forest industry. 


Other Activities 


Sydport Industrial Park on Sydney Harbour 
continues to be operated by the Division. 
This 218.5 hectare facility provides land 
and building space to 35 tenants and 
dockage for ocean-going vessels. In 
1987/88 a major expansion and upgrading 
of the Park was begun. Some $3.5 million 
was spent on improving the water system, 
constructing a new incubator building, ' 
paving streets, and giving facilities an 
overall face lift. Further expansion is 
planned for 1988/89. 


Dundee Resort on the Bras d’Or Lakes is a 
wholly-owned subsidiary of the Division. 
This past year saw the beginning of a 
major renovation to the main lodge which 
is scheduled to open in 1988/89. The 
cottages also underwent renovations. A 
new laundry and a new recreation building 
are planned for the next fiscal year. The 
Division foresees using the resort as a 
development instrument for tourism on the 
Bras d’Or Lakes. Its future will be reviewed 


‘used for the start-up of small industries 


in 1988/89 in light of recent private sector 
proposals. 


The Careers Program, the Division’s 
summer employment program, has been 
renamed Careers Cape Breton and a new 
component, Special Projects, has been 
added. In 1987, 586 students found em- 
ployment with 420 employers under this 
program which offers career-related work 
experience to summer students. At the 
same time, employers enjoy the services 
of skilled summer employees. 


The Education Days program kept young 
people up-to-date on the changing econ- 
omy of Cape Breton. Four educational 
seminars were held at various schools and 
were very well received by students and 
teachers. Numerous requests have been 
received for future seminars. 


Corporate 


Human Resources 


In keeping with its previously adopted 
Corporate Plan for workforce reduction, the 
Corporation successfully downsized the 
workforce in 1987/88 without the require- 
ment for involuntary terminations. These 
reductions brought the year-end workforce 
to 3,455 employees compared to a total of 
4,063 fifteen months earlier. The 
workforce-reduction program relied heavily 
on voluntary early retirement and disability 
pensions, and was very sensitive to the 
needs of the individuals and the 
community. 


The Company has simplified the labour re- 
lations environment by presenting argu- 
ments to the Canada Labour Relations 
Board to reduce, through consolidation, the 
number of bargaining units. At the conclu- 
sion of hearings the Board ruled that the 
number would be reduced from twelve to 
four. This consolidation requires the nego- 
tiation of new collective agreements with 
the newly formed units and by year-end 
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Mine Rescue Competition, Glace Bay 


one of these agreements had been com- 
pleted and another was being negotiated. 


Despite the considerable disruption within 
the bargaining units caused by this consoli- 
dation, no increase in the number of griev- 
ances or arbitrations occurred, and there 
were no illegal work stoppages. 


Training continues to receive a high prior- 
ity. The Corporation introduced a new 
training initiative last year which utilizes a 
functional systems training approach. This 
approach employs a self-learn, self-paced 
method, providing the student with easily 
understood manuals as the primary learn- 
ing tool. The manuals are developed and 
written by Corporation employees who are 
trained to produce the material in the 
required format. This large, multi-year 
undertaking should yield major benefits in 
safety and productivity. A consulting firm 
was retained to provide the necessary 
expertise in the system, the scope of the 
project was defined and the internal selec- 
tion of staff was virtually complete by 

year end. 


The Corporation continued a heavy em- 
phasis on safety under the Management 
Safety Audit System which was begun in 
1985/86. As in the previous year, a three- 
star rating was achieved. As well there was 
a decrease of seven percent in accident 
frequency. 
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Another new development saw the com- 
missioning of an extensive study of the 
occupational health requirements for the 
Coal Division. The resulting report outlines 
66 recommendations which have been 
utilized by the Corporation as the basis for 
initiating many new programs which will 
place a heavy emphasis on prevention, 
early identification and health promotion. 


Engineering 


Engineering Services continued to expand 
their capability to provide efficient and 
effective engineering services to the oper- 
ating departments and to the major project 
teams. Computer aided design (CAD) ca- 
pability in drafting was expanded as was 
the acquisition of micro-computers to 
solve engineering problems and improve 
response time. 


Construction Services played an increas- 
ing role in the more effective utilization of 
construction contractor’s resources, and 
supplied major assistance to the Industrial 
Development Division for the first time. 


Industrial Engineering provided active 
assistance to Mining Operations in bonus/ 
incentive development and to Surface Op- 
erations in computer modelling of coal 
stocking and shipping logistics. 


The Project Planning department com- 
pleted a study on the use of mine gas for 
electrical generation, and played a lead 


Computer Gas Monitor, Prince Colliery 
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role in the Corporate strategic planning 
related to options for Lingan Colliery. 


The Major Projects group completed the 
Victoria Junction Coal Preparation Plant 
Expansion Project and the Phalen Colliery 
Development Project. 


Process Engineering continued to pursue 
the development of coal-water fuel and, as 
part of this endeavour, completed a major 
burn test at the Maritime Electrical Corpo- 
ration utility in Charlottetown, P.E.I., with 
encouraging results. With coal-water fuel 
as a Substitute for oil, the boiler achieved 
full electrical generating capacity. Negotia- 
tions for additional large scale tests with 
other major utilities were also begun. 


In other developments, Minas Basin Pulp 
and Power in Annapolis Valley agreed to 
convert a boiler to coal-water fuel opera- 
tions. This is the first, full-time commercial 
operation anywhere to use such fuel. 
Efforts to identify other full-time commer- 
cial customers are now underway. 


Other major long-term projects under 
investigation at year-end are coal liquifac- 
tion, Co-processing, demethanization, 
gasification, and coking evaluation. All hold 
the promise of expanding the market for 
Corporation coal. 


Corporate Affairs 


A new Corporate Affaires Department was 
established in 1987/1988 and is account- 
able for all aspects of the Corporation’s 
internal and external communications, 
including liaison with the appropriate gov- 
ernment departments and the local com- 
munity. Development of long range plans 
to effectively handle these responsibilities 
was commenced with internal communica- 
tions receiving priority attention. It was felt 
that this area held greater potential for de- 
veloping a positive influence within the 
Corporation. Included in the internal plan is 
a continuation of the highly successful 
face-to-face communication sessions held 
by management with all employees over 
the past two years. 


COAL DIVISION - FIVE YEAR STATISTICAL SUMMARY 
For The Year Ended March 31 


1984 1985 1986 1987 1988 
Number of Employees 4 291 3 495 3 580 3 651 3 410 
Financial 
(millions of dollars) 
Revenues 139.2 159.8 1S 1e7 183.8 204.8 
Expenditures 188.8 169.8 198.6 201.5 206.5 
Losses 49.6 10.0 16.9 ied 1.7 
Capital Expenditures 61.7 86.9 93.7 154.6 71.6 
Sales Breakdown 
(000's tonnes) 
NSPC 1514 2 068 1 868 1978 2045 
Export 1021 324 552 500 670 
Other Domestic 189 145 2A. 230 292 
Total Sales | 2724 2537 2 637 2708 «3.007 
Production 
(000's tonnes) 
High Grade 990 367 427 495 919 
Thermal 1945 2.163 2 006 2 139 2 385 
Total Production 2935 2.530 2433 2634 3304 
Output Per Manshift 
(tonnes) 53 re 5.9 6.2 7.3 
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FINANCIAL REVIEW 


In financial terms, the Coal Division operat- 
ing results for 1987/88 showed further 
substantial improvement and for the third 
consecutive year, the actual results were 
better than forecast in the approved oper- 
ating budget. The loss for the year was 
$1.7 million which compares favourably to 
the forecast loss of $1.8 million and was 
significantly lower than the 1986/87 loss of 
$17.7 million. Revenue from coal sales 
was $206.4 million, the highest revenue in 
the history of the Corporation. The im- 
proved results for the year can be directly 
related to the additional production and 
sales resulting from the Phalen Colliery be- 
coming operational during the year. 


Capital expenditures for the year totalled 
$71.6 million. Expenditures toward the 
completion of the Phalen Colliery develop- 
ment and associated expansion of the 
Victoria Junction Coal Preparation Plant 
amounted to $41.0 million or approximately 
57 percent of the year’s total capital expen- 
ditures. Construction and development on 
these two major projects has spanned the 
last four years and both projects were 
completed by March 31, 1988 within the 
approved budget of $218.4 million. 


COLLIERIES' PRODUCTION 


(millions of tonnes) 


3 
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83/ 84/85 85/86 87/88 
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The budgeting process and internal control 
measures have been further strengthened 
during the year. The preparation of de- 
tailed monthly variance analyses which 
was formalized during the year results in a 
greater degree of accountability within the 
operating units. A non-routine operating 
expense procedure was instituted effective 
April 1, 1987. This procedure ensures that 
proposed non-routine expenditures are 
subjected to a more extensive approval 
process and, as well, that expenditures are 
properly classified as to operating or capi- 
tal in nature. 


In September, 1987, the Audit Committee 
of the Board of Directors adopted a 
workplan for the Special Examination as 
required under the terms of the Financial 
Administration Act. The workplan includes 
nine projects and encompasses a review 
of various, major aspects of the 
Corporation’s activities. Two of the projects 
were completed by March 31, 1988, and 
the remaining projects will be concluded 
over the next fifteen months in time for the 
Special Examiner to report to the Board of 
Directors by September, 1989, as required 
by the legislation. 


SSS SSS SO SSS 


ACTUAL DEFICIT COMPARED TO BUDGET 


(millions of dollars) 


50 


40 


30 
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87/88 
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AUDITOR'S REPORT 


To the Honourable 
The Minister of Regional Industrial Expansion 
Ottawa, Ontario 


We have examined the balance sheet and the statement of equity of the Coal Division and 
of the Industrial Development Division of the Cape Breton Development Corporation as at 
March 31, 1988, and the related income and operating statements and the statements of 
changes in financial position for the year then ended. Our examination was made in accor- 
dance with generally accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


The financial statements of the Industrial Development Division and of its subsidiaries have 
been presented on a consolidated basis. As required by the provisions of the Cape Breton 
Development Corporation Act, the financial statements of the Coal Division and of the 
Industrial Development Division are being presented separately. 


In our opinion, these financial statements present fairly the financial position of the Coal Di- 
vision and of the Industrial Development Division of the Cape Breton Development Corpora- 
tion as at March 31, 1988, and the results of their operations and the changes in their 
financial position for the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that have come to our notice 
during our examination of the financial statements, in all significant respects, have been in 
accordance with the Financial Administration Act and its regulations, and the Cape Breton 
Development Corporation Act and the by-laws of the Corporation. 


ae L 
Sydney, Nova Scotia lok Sie (& 


May 25, 1988 
Chartered Accountants 
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CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


(Established by the Cape Breton Development Corporation Act) 


BALANCE SHEET asat marcu 31 (in thousands of dollars) 


Assets 
1988 
Current 
Cash Sete 232 
Accounts receivable (Note 2) 36 774 
Inventories, at the lower of cost 
and net realizable value 
Coal 34 089 
Operating materials and supplies 20 829 
Prepaid expenses 65 
92 989 
Fixed (Note 3) 500 143 
593 132 
Liabilities 
Current 
Accounts payable - trade $ 19 934 
Accrued wages and vacation pay 12 496 
Accrued charges 14 492 


Employees’ deductions 6116 


Advances - Government of Canada 21919 
74 957 
Equity 
Equity of Canada 518 175 
$ 593 132 


Commitments (Note 4) 
Contingencies (Note 5) 


On Behalf of the Board 


xin Nast hei Director 


leh BS Eur he Director 


137 


$15 738 
16 662 


486 054 
993 451 


$ 29 139 
13 006 
14 006 

5 240 
_f 022 


68 413 


485 038 


$ 553 451 
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CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF EQUITY as art marcu 31 (in thousands of dollars) 


1988 1987 
Balance at beginning of year $ 485 038 $378,617 
Add: 
Payments by Canada in respect of mining 
losses - Vote 35 (Note 1a) 1 672 17 685 
Payments by Canada in respect of 
Capital expenditures - Votes 40 
and 40b (Note 1a) 89 163 5135.597. 
575 873 _931 899 
Deduct: 
Mining losses 1 672 17 685 
Depreciation of fixed assets 56 026 E29 a6 
57 698 _ 46 861 
Balance at end of year $ 518 175 $ 485 038 
CAPITAL EXPENDITURES DISTRIBUTION OF SALES 


(millions of dollars) (millions of tonnes) 


3 


Le) 


83/84 84/85 85/86 86/87 87/88 u 83/84 84/85 85/86 86/87 87/88 
Total: 61.7 86.9 93.7 154.6 71.6 Total: 2.7 2.5 2.6 2.7 3.0 


BR orcrs 


SH OPERATIONS 
Ma CAPITAL 


13 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF INCOME ror THE YEAR ENDED MARCH 31 


(in thousands of dollars) 


Revenue 
Coal sales 
Less: External selling expense 


Outside railway revenue 
Operating revenue 


Operating expenses 
Wages and salaries 
Holidays and vacations 
Workers’ Compensation 
Surcharges 
Materials and supplies 
Repair materials 
Electric power 
Grants in lieu of taxes 
Royalties 
Hired heavy equipment 
Other expenses 
Purchased and capital coal 
Depreciation 
(Increase) decrease in coal inventory 
Total operating expenses 
Excess operating expenses over 
operating revenue 
Pensions 
Pre-retirement leave 
Early retirement incentive 
Workers’ Compensation (Note 1 d ) 
Interest and other income 


Deduct: 


Depreciation not deductible in determining 


mining losses (Note 1 c ) 
Net mining losses for the year 


14 


1988 


$ 206 386 
___5 106 


201 280 


241 986 


37 148 
16 696 
3 120 
1 309 


(575) 


57 698 


56 026 


$1672 


1987 


$ 184 572 
__3 839 


180 733 
3.075 


_183 808 


77 268 
8 942 
8 528 
(267 

TODAS 
SMA 
5 303 
PAGES 

605 
599s 
6 229 

23 499 

293176 
4 897 


209 914 


26 106 
15 279 

3 467 

2 800 

(me te7 SA) 


46 861 


29.176 


$ 17 685 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31 (in thousands of dollars) 


Cash from (for) operating activities 
Net mining losses 


(Increase) decrease in non-cash 
operating working capital 


Cash from financing activities 
Payments by Canada 
In respect of mining losses 
In respect of capital expenditures 
Increase (decrease) in repayable 
working capital advances 


Cash from (for) investing activities 
Purchase of fixed assets 
Proceeds from sale of fixed assets 


Increase (decrease) in cash 
Cash at beginning of year 
Cash at end of year 


(Increase) decrease in non-cash 
operating working capital 
Accounts receivable 
Coal inventory 
Material inventory 
Prepaid expenses 
Accounts payable - trade 
Accrued wages and vacation pay 
Accrued charges 
Employees’ deductions 


1988 


($ 1672) 


(48 451) 
(50 123) 


1 672 
89 163 


_14 897 
105 732 


(70 141) 
26 
__(70 115) 

(14 506) 

15 738 


$ 1 232 


($ 20 112) 
(16 168) 


876 
($ 48 451) 


1987 
($ 17 685) 


20 093 
2 408 


17 685 
135 597 


__ 4379 
_157 661 


(155 002) 
356 
(154 646) 


5 423 
10 315 


$ 15.738 


ceed 
4 898 

(4 054) 
(32) 

8 720 
403 
1275 

1 672 

$ 20 093 
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CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS marcu 31, 1988 


1. Significant Accounting Policies 


a) Financing 
The Corporation is financed by way of votes of the Parliament of Canada. These votes are for the purpose 
of funding mining losses and to finance capital projects. 


b)Inventories 
Inventories are valued at the lower of cost and net realizable value. 


c) Fixed Assets 
Fixed assets are stated at cost. The Corporation has provided depreciation on its fixed assets based on 
their estimated useful lives. The Treasury Board of Canada has indicated that depreciation should not be 
provided in determining mining losses for Parliamentary appropriation. Accordingly, the depreciation 
provision has been eliminated in arriving at this amount. 


d)Workers’ Compensation 
Cape Breton Development Corporation is in a single pool with respect to the Nova Scotia Workers’ plan. 
Prior to the fire at, and closure of, No. 26 Colliery, the expense for Workers’ Compensation was allocated 
to the overhead of each operating unit on a formula basis. The Corporation continued this accounting 
treatment with the exception of the fixed portion of the expense that would have been absorbed by No. 26 
Colliery. This item is shown separately on the Statement of Income as a non-operational expense. As this 
colliery has been replaced, the Corporation has reverted to its original policy. 


2. Accounts Receivable 


(in thousands of dollars) 1988 1987 
Trade $ 36 726 $ 16 657 
Employees 148 ___ 0s 
36 874 16 762 
Less: Allowance for doubtful accounts 100 100 
$ 36 774 $ 16 662 

3. Fixed Assets 1988 1987 

(in thousands of dollars) 

Lingan Colliery $ 167 252 $ 153 455 
Prince Colliery 105 769 100 782 
Donkin-Morien Colliery 80 679 80 920 
Phalen Colliery 185 928 147 998 
Coal Preparation Plant 90 451 84 247 
Devco Railway 76 750 74 007 
Carbogel 5 195 4 082 
Other fixed assets 41 044 peo a02 
753 068 682 953 
Accumulated depreciation (Note 1c) 252 925 _ 196 899 
$ 500 143 $ 486 054 


Included in fixed assets above is $80 678 573 of cumulative costs to March 31, 1988 on the Donkin-Morien 
Colliery development project. The Corporation has evaluated the viability of the overall project, taking into 
consideration the economic, commercial and strategic considerations with regard to the substantial costs 
involved in completion of the underground development of the colliery to realize commercial production. It 
has decided to maintain the completed access tunnels to ensure the future benefit of the funds expended. 
Depreciation is being provided for on this colliery based on its estimated useful life. 


4. Commitments 
a) Commitments on capital projects include the following: 
Approximately $2 050 000 for underground mining equipment 
Approximately $225 000 for other facilities 
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CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS wmarcu 31, 1988 - CONT'D 


b) The Corporation leases the General Mining Building which houses offices of the Coal Division. The lease 
is for a 20-year period, commencing June 1984, with lease payments of approximately $1 300 000 per 
annum, at a current interest rate of 11%. The annual lease payments fluctuate with changes in the 
lessor’s mortgage interest rates. 


5. Contingent Liabilities and Claims 
a) Legal Matters 


i) On February 13, 1981, an explosion occurred on board a vessel carrying a shipment of coal supplied by 
the Corporation. In the 1987 fiscal year an action was commenced by the claimant against the Corporation. 


ii) A supplier has commenced an action for an alleged breach of contract relating to the supply of coal. The 
Corporation has filed a counter claim on this matter. 


iil) A former employee has asserted a claim for alleged wrongful dismissal, and damages for a personal injury 
from an industrial accident sustained while in the employ of the Corporation. 


iv) A contractor has commenced an action for an alleged breach of contract relating to coal handling. 


The total amount of these claims is approximately $11 million and the Corporation intends to oppose these 
claims in their entirety. Accordingly, no provision for any possible claim is included in the financial 
statements. 


b) Insurance 


The Corporation self insures against the potential loss of underground assets and for a portion of its liability 
insurance. 


6. Long-Term Sales Agreement 


The Corporation has signed an agreement with the Nova Scotia Power Corporation which calls for the delivery 
of a substantial portion of the Corporation’s coal production to the Power Corporation. The agreement expires 
in the year 2010. 


7. Pensions 


For the March 31, 1988 fiscal year, the Corporation has adopted the new accounting rules relating to the 
calculation of pension expense. For accounting purposes, the pension expense in each year is comprised of a 
current and a past service cost. The past service cost, which represents an allocation of the unfunded obliga- 
tion, is being amortized at the rate it is being funded. The Corporation is of the opinion that this is the most 
appropriate method since it provides for a systematic manner of amortization which conforms to the 
Corporation’s overall funding by the Government of Canada. 


An actuarial valuation of the Corporation’s Non-Contributory Pension Plan as at December 31, 1985, extrapo- 
lated to March 31, 1988, indicated an unfunded actuarial liability of $73 410 000 (assets of $92 090 000 and 
liabilities of $165 500 000). The minimum annual amount required for past and current service, including 
pension payments, will be approximately $11 100 000 in each year from 1988 to 1992, $6 200 000 in 1992 
and $5 500 000 from 1994 to 1997. The Corporation has expensed pension payments of approximately 

$16 700 000 for the year. 


An actuarial valuation of the Corporation's Contributory Pension Plan as at December 31, 1984, extrapolated 
to March 31, 1988, indicated a fund surplus of $5 911 000 (assets of $18 893 000 and liabilities of 

$12 982 000). Required Corporation payments in respect of current service costs are funded each year and 
amounted to approximately $750 000 for the year ended March 31, 1988. 


8. Income Taxes 


The Corporation will be applying for refundable investment tax credits in respect of qualified expenditures 
incurred and qualifying assets purchased after April 19, 1983. The Corporation estimates the refund to be 
approximately $14 500 000. This amount has not been reflected in these financial statements and will be 
recorded as a reduction to the related expenditures or assets when received. 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


(Established by the Cape Breton Development Corporation Act) 


CONSOLIDATED BALANCE SHEET as at marcu 31 


(in thousands of dollars) 


Assets 
1988 1987 
Current 
Cash $ 106 $1414 
Accounts and interest receivable 687 924 
Receivable from Province of Nova Scotia - 6 \0! 
Receivable from Government of Canada 2 200 = 
Inventories (Note 2d) 242 232 
Prepaid expenses 36 ce 
3 271 Ee2:683 
Loans and investments 
Loans 9 243 7 893 
Investments ___320 22322 
9 563 8215 
Fixed (Notes 2b and 3) 19 398 _16 610 
Other 
Deferred charges Se See 
$ 32 233 $ 27 465 
Liabilities 
Current 
Accounts payable $ 1970 $ 1 466 
Equity 
Equity of Canada 30 263 25 999 
$ 32 233 $ 27 465 


Guarantees (Note 4) 
Commitments and Contingency (Note 5) 


On Behalf of the Board 


C 3B Burke Director 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF EQUITY as ar marcu 31 


(in thousands of dollars) 


1988 1987 

Equity at beginning of year $ 25 999 $ 22 639 
Payments during year from Government 

of Canada - Vote 45 (Note 1) _10 600 10 600 

36 599 33 239 

Deduct: Net operating expenses 6 336 7 240 

Equity at end of year $ 30 263 $ 25 999 

ACCIDENT FREQUENCY RATE ABSENTEEISM PERCENTAGE 


(accidents per million manhours) (calendar year) 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED OPERATING STATEMENT For THE YEAR ENDED MARCH 31 


(in thousands of dollars) 


1988 1987 
Development and operating expenses 
Industrial operations and assistance $ 892 b1r530 
Tourist operations and promotions 1 391 1163 
New business development assistance 3 367 2 498 
Marine farming operations 4 38 
Real estate operating costs 737 923 
Community planning and projects 226 176 
Primary production operations 451 482 
Scholarships and apprentice programs 28 28 
Loss (gain) on disposal of fixed assets — (15) __ 198 
7 081 7 036 
Administration expenses 
Salaries 926 13 
Office and miscellaneous expenses 541 559 
Professional fees 102 68 
Travelling expenses a2 PaRoS 
1 681 _1399 
Depreciation and amortization 1 604 1355 
Provision for unrecoverable 
loans and receivables (114) 1365 
1490 2720 
Total operating expenses for the year 10 252 T1155 
Revenue 
Tourist operations 1 037 ATA 
Real estate rentals 1 323 1 104 
Industrial operations 586 564 
Interest 938 889 
Primary production operations 32 Pees 
3916 3.015 
Net operating expenses $ 6 336 $ 7 240 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


1988 1987 
Cash from financing activities 
Payments by Canada - Vote 45 $ 10 600 $ 10 600 
Cash for operating activities 
Net operating expenses (6 336) (7 240) 
Charges (credits) not affecting cash 
Depreciation and amortization 1 604 1355 
Loans forgiven 129 165 
Loss (gain) on sale of fixed assets (15) 198 
Provision for (recovery of) doubtful accounts (91) 1 365 
(4 709) (4 157) 
(Increase) decrease in non-cash operating 
working capital (1 435) —4 249 
(6 144) 92 
Cash for investing activities os. . 
Loan repayments 3 477 763 
Loan drawdowns (4 866) (7121) 
Purchase of fixed assets (5 277) (4 868) 
Proceeds from sale of fixed assets 900 427 
Purchase of investments eewasec — 45 
(5 764) (10 754) 
Increase (decrease) in cash (1 308) (62) 
Cash at beginning of year 1414 1 476 
Cash at end of year $ 106 $1414 
(Increase) decrease in non-cash 
operating working capital 
Accounts receivable ($ 1 930) $3 476 
Inventories (10) (24) 
Prepaid expenses 1 (16) 
Accounts payable 504 813 
($ 1 435) $ 4 249 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS marcu 31, 1988 


1. General Policy 
The mission of the Industrial Development Division, as stated in the approved five year plan (1985/86 - 
1989/90), is to support the establishment and maintenance of viable enterprises on Cape Breton Island, 
thereby improving the economic base and employment opportunities on the Island. In accomplishing these 
objectives, the Corporation makes loans and investments, the amounts of which may be in excess of those 
which would be available through normal commercial sources. The Corporation also makes non-repayable 
contributions to assist enterprises which are considered likely to make a substantial improvement to the 
development of Cape Breton Island. 


The Industrial Development Division is financed by way of vote of the Parliament of Canada. Parliament voted 
$10 600 000 for this purpose during the fiscal year ended March 31, 1988. 


2. Significant Accounting Policies 
a) Basis of Consolidation 
i) The financial statements of the Industrial Development Division include the results of the Division and 
all its subsidiaries as explained below. 


Corporation Company 
Interest Year End 
Darr (Cape Breton) Limited 100% Dec. 31 
(Real Estate) 
Cape Breton Marine Farming Limited 100% March 31 
(Inactive) 
Whale Cove Summer Village Limited 62.5% March 31 
(Tourist Accommodations) 
Dundee Estates Limited 100% March 31 


(Tourist Accommodations) 


ii) As the financial statements of Whale Cove Summer Village Limited report a deficit equity position as at 
March 31, 1988, and the minority interest in losses to date have been absorbed against the total of the 
minority invested capital, the losses of this company are included in the consolidated net operating 
expenses. As a consequence, no minority interest for this subsidiary is shown in the consolidated 
balance sheet. 


b) Fixed Assets 
Fixed assets are recorded at cost. The cost and related depreciation of items retired or disposed of are 
removed from the books and any gains or losses are included in the consolidated operating statement. 
Depreciation is provided on the straight-line method using rates based on the estimated useful lives of the 
assets generally as follows: 


Buildings Up to 25 years 
Equipment 4 to 10 years 
Vehicles 3 to 4 years 


c) Accounting Policy - Certain Subsidiaries 
The statements of Dundee Estates Limited include notes indicating that their statements have been 
prepared on the assumption that the company can continue to operate as a going concern, which 
assumption depends on the continued financial support of Cape Breton Development Corporation. 


d) Inventories 
Inventories are valued at the lower of cost and net realizable value, with cost determined on a first in, 
first out basis. 


e) Comparative Figures 
Interest income and the provision for unrecoverable loans and receivables have both been increased by 
$126 000 to conform to the presentation adopted for the current year. 
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CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS conrp 


3. Fixed Assets 


(in thousands of dollars) 1988 1987 
Rental facilities $10 937 $ 9870 
Tourist facilities 6 757 6 734 
Primary industry facilities u reve il ABS 
Secondary industry facilities 10 490 _ LEE 
29 941 26 012 

Less: Accumulated depreciation 10 543 9 402 
$19 398 $16 610 


The four categories of fixed assets shown above each include land, buildings and equipment. 
4. Guarantees 


During the 1976 year, the Corporation guaranteed the repayment by Sydney Steel Corporation of that 
corporation’s $70 000 000 - 11 1/4 % Series D Debentures and the repayment of interest thereon. These 
funds were borrowed by Sydney Steel Corporation for the purpose of financing its plant rehabilitation 
program. The balance of the outstanding debentures has since been reduced to $34 160 000. 


The Corporation in 1971 guaranteed the repayment of bank advances to Stora Kopparbergs Bergslags 
Aktiebolag. This guarantee originally amounted to $30 000 000. The balance of advances has since 
been reduced to $6 140 000. 


The Corporation made the guarantees for and on behalf of Her Majesty the Queen in right of Canada; 
therefore, any amounts required to be paid shall be paid out of the Consolidated Revenue Fund of 
Canada and not out of funds of Cape Breton Development Corporation. 


5. Commitments and Contingencies 


(a) As at March 31, 1988, the Industrial Development Division of the Corporation was commited to 
expenditures and loans over and above the amounts included in the financial statements at that time, 
totalling $5 800 O00. 


(b) The Corporation entered an agreement to lease premises in Commerce Tower, effective May 1, 1987, to 
provide office space for the Industrial Development Division and Enterprise Cape Breton. The lease is for 
a five year period with lease payments of approximately $254 000 per annum. 


(c) As at March 31, 1988, two legal claims have been commenced against the Corporation. One relates to 
the damage of materials stored on Sydport property and the other arises from the sale of agricultural 
products. The amount of these claims is in excess of $300 000 and the Corporation intends to oppose 
these claims in their entirety. Accordingly, no provision for any possible claim is included in the financial 
statements. 


Legislation has been introduced in the House of Commons which, if passed, would separate the Indus- 
trial Development Division from the Cape Breton Development Corporation. The proposed legislation 
provides for the continuation of the operations of the division under the name of the Enterprise Cape 
Breton Corporation and subject to the terms and provisions of the Government Organization Act, Atlantic 
Canada, 1987. 
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CORPORATE DIRECTORY 


BOARD OF DIRECTORS 


Chairman of the Board 

* Teresa MacNeil, Ph.D. 
St. Francis Xavier University 
Antigonish, Nova Scotia 


“John F. Burke, D.D.S. 
Sydney, Nova Scotia 


Michael J. Cochrane 
Canadian Investors Corp. 
Toronto, Ontario 


Purdy Crawford 
Imasco Ltd. 

Montreal, P.Q. 

(Retired Dec. 31, 1987) 


* George W. MacDonald 
McInnes, Cooper & Robertson 
Halifax, Nova Scotia 


* John Bardswich 
Sydney Mines, Nova Scotia 
(Effective February 1, 1988) 


The mailing address of the 
Corporation's Head Office is: 


500 Kings Road 

Sydney, Nova Scotia 

B1S 1B1 

Telephone (902) 564-2848 


The Coal Division's Headquarters is in the 
General Mining Building, Union Street, 
Glace Bay, Nova Scotia 


Mailing Address: 

P.O. Box 2500 

Sydney, Nova Scotia 
B1P.6K9 

Telephone (902) 564-2848 


The Industrial Development Division has its 


headquarters at Commerce Tower, 
Dorchester Street, 
Sydney, Nova Scotia. 


Mailing Address: 
POsBox750 

Sydney, Nova Scotia 

B1iP 617 

Telephone (902) 564-3600 
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OFFICERS OF THE CORPORATION 


Teresa MacNeil 
Acting President 


Keith Brown 
Vice-President Industrial Development 


Robert Cooper 
Vice-President Mining Operations 


Lloyd Creaser 
Vice-President Marketing 
(Retired March 31, 1988) 


Keith Eldridge 
Vice-President Finance 


W. Terry Lineker 
Vice-President Human Resources 


Walter MacKenzie 
Vice-President Surface Operations 


Ronald P. Nicholson 
Vice-President Engineering 


Frank Elman 
Vice-President Legal Services 
(Effective January 1, 1988) 


Keith Crocker 


Corporate Secretary 
(Effective January 1, 1988) 


“MEMBER OF THE AUDIT COMMITTEE 


** CHAIRMAN OF THE AUDIT COMMITEE 
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CORPORATE PROFILE 


The Cape Breton Development Corporation was 
formed by an Act of Parliament in 1967 and is 
wholly owned by the Government of Canada. 
Located in Cape Breton Island, Nova Scotia, this 
Crown Corporation was originally structured with 
two divisions; the Coal Division and the Industrial 
Development Division. In 1987, the Government 
of Canada announced that the activities of the .. 
Industrial Development Division would continue 
under a newly-formed Crown agency, Enterprise 
Cape Breton Corporation. The required legislation 
to provide for this transition became effective on 
December 1, 1988. 


The remaining Coal Division now constitutes 
Cape Breton Development Corporation, the 
largest coal producer in Eastern Canada. With 
approximately 3,300 employees, it also is one of 
the largest industrial employers in Atlantic 
Canada. The Corporation operates three collieries 
and fully integrated support facilities for the prepa- 
ration and local transportation of coal. Sales are 
made to Canadian and international markets. 
Assets at March 31, 1989 totalled $539 million. 
Coal sales for 1988/89 were 2.9 million tonnes 
yielding revenues of $195 million. 


CORPORATE MISSION 


The Cape Breton Development Corporation is in 
business to be a dependable supplier of quality 
coal and related energy products by operating a 
safe, commercially viable corporation which will 
provide a positive working environment through 
efficient and effective utilization of human, physi- 
cal and technical resources. Supreme will be our 
regard for the protection of the physical environ- 


ment, the interests of the shareholder, the employ- 


ees, the community, and the long-term economic 
good of Cape Breton 


HIGHLIGHTS 1988 - 89 


* Record levels of production at Phalen Mine 

* Markets for all coal 

- Industrial Development Division becomes ECBC 
December 1, 1988 

» Reorganization of operating divisions 

* A.M. Strike 

+ Phalen and Lingan water problems 

* Budgets re-examined 

* Functional Training progressing 

* Reduction in coming years for NSPC coal price 

- Value of the Canadian dollar 


1989-05-16 


Hon. Tom Hockin, P.C., M.P. 
Minister of State 

Small Business & Tourism 
235 Queen Street 

Ottawa, Ontario 

K1A 0H5 


Dear Mr. Minister: 


On behalf of the Board of Directors, | am 
pleased to present the Cape Breton 
Development Corporation's Annual Report 
for the fiscal year ended March 31, 1989. 


This Annual Report is submitted in accor- 
dance with the provisions of the Financial 
Administration Act and the Cape Breton 
Development Corporation Act. The Report 
includes the annual financial statements, 
together with the Auditors’ report therein. 


Sincerely, 


ee oy 


—"John E. Terry, P.Eng. 
Chairman 


REPORT OF THE 
PRESIDENT AND CHIEF 
EXECUTIVE OFFICER 


The 1988/89 fiscal year has been a tough 
and frustrating one for Cape Breton 
Development Corporation. The period 
began with the Phalen mine ready to 
begin its first full year of operation. As 
well, the Victoria Junction Coal Prepara- 
tion Plant had just completed a major 
expansion. However, with the water 
problems in both the Phalen and Lingan 
Collieries, the strike of Railway Depart- 
ment employees, which began in Janu- 
ary, and the resulting layoffs in the mines, 
production targets went unmet and the 
year ended with a loss, before deprecia- 
tion, approaching $30 million compared 
to a reported loss of $1.7 million for 1987/ 
88. If production targets had been met 
losses would have been eliminated. 
Details of operations will be found in the 
Operating Report. 


The Government has made it clear that 
the philosophy under which we operate 
must change. Only by paying its own way 
can the future of the Corporation and the 
jobs of its employees be assured. Steps 
to achieve this goal began in 1988/89 by 
recognizing that Cape Breton Develop- 
ment Corporation is a market-driven 
company. Said another way, if the coal 
cannot be sold profitably, then it will not 
be mined. At present the Corporation can 
sell all the coal that it can produce. In 
1988/89, coal sales exceeded 2.9 million 
tonnes. 


Additionally, a major effort was begun to 
get a firm control on costs, especially 
non-job costs. Operations were stream- 
lined by combining surface and mining 
operations into one department under 
one vice president. A number of staff 


positions were eliminated. The office at 
Cabot House in Sydney was closed and 
all offices consolidated in Glace Bay. 
Also, arrangements were made to move 
the training function to Glace Bay and 
this move will be completed in 1989. In 
the mines and surface operations the 
goal is to reduce absenteeism, increase 
production, reduce waste, reduce over- 
time, use materials more effectively and, 
of paramount importance, improve safety. 


These and other goals are mandatory if 
revenues are to more closely match 
costs. The past year saw the export price 
of coal stabilize at levels which were the 
lowest in 10 years. From this low base, 
prices edged up some two to five per- 
cent. We realized little benefit from these 
increases since exported coal is priced in 
U.S. dollars. At one time, each U.S. dollar 
earned brought the Corporation about 
$1.36 in Canadian funds. Now, with the 
strengthening of the Canadian dollar, it 
brings about $1.19 in Canadian funds. 
With 35 percent of its sales made to 
offshore customers, DEVCO Is an in- 
creasingly international marketing com- 
pany and thus subject to both the bene- 
fits and penalties of a fluctuating Cana- 
dian dollar. 


The Corporation's efforts to seek out 
offshore customers also throws it into a 
very competitive market. We plan to 
vigorously serve this market and grow 
within it So as to reduce dependence on 
the Nova Scotia Power Corporation as 
our primary domestic market customer. 
The coming year marks the beginning of 
shipments to NSPC under a new six-year 
pricing structure which was negotiated in 
1987. The terms of this new structure will 
reduce our revenue flow from NSPC by 
$20 million this year and by a like amount 
each year for the following five years. 


Cape Breton Development Corporation 
was divested of its Industrial Develop- 
ment Division on December 1, 1988 and 
now operates solely as a coal producer. 
To reflect the new mandate it is hoped a 
name change will be made during the 
coming year. 


Despite the problems encountered over 
the past period, there is room for opti- 
mism about the future of the Corporation. 
It is now under the direction of a small, 
tightly Knit management team pulling 
toward a clear-cut goal. Production from 
the Phalen Mine set Corporation records 
for production on a daily, weekly and 
monthly basis and had it not been for the 
strike, total production from the collieries 
would have exceeded the previous year. 
Slowly but surely costs are coming under 
tighter control. Our primary asset is a 
highly experienced work force, and they 
have contributed to the cost-cutting 
efforts. Many of their ideas may not have 
been major events but then they don't 
need to be; small efforts also help anda 
lot of small efforts can be a big help. 


Operations Improvement Committees 


have been established at Lingan Colliery, 


the Rail Centre and the General Mining 
Building. It is planned to establish similar 


committees in other areas of the Corpora- 
tion. Each committee is mandated to 
search for ways to make its particular 
operating unit more effective. 


On April 13, 1989 the strike of the Rail- 
way Department employees was settled 
with the signing of a 39-month contract, 
expiring March 31, 1992. As the various 
operations began to return to normal 
production levels, non-striking workers 
were recalled on a phased basis. With 
the strike settled, negotiations with other 
bargaining units began almost immedi- 
ately and are still in progress. We hope 
39-month contracts will become the norm 
so as to reduce the almost constant 
rounds of bargaining so prevalent in the 
past. 


The Corporation faces some difficult 
challenges in the year ahead and all 
employees have a part to play in over- 
coming these challenges. It can be done 
because the people are here and the 
assets are here. Combined, they will 
make it possible. 


Submitted on behalf of the Board of 
Directors 


President & Chief Executive Officer 


THE YEAR IN REVIEW 
Synopsis 


While 1988/89 saw increased production 
prior to the strike and continued high 
sales, it also was a year of change In 
terms of both organization and philoso- 
phy for the operating units of the Corpo- 
ration. 


During the period, coal sales almost 
matched the previous year’s total of 3.0 
million tonnes, the highest since 1982. As 
in 1987/88 sales were split between Nova 
Scotia Power Corporation and export 
markets. NSPC received 1.8 million 
tonnes and offshore customers the bal- 
ance. The tonnage would have been 
greater had it not been for the strike and 
a turbine problem at NSPC’s Trenton #5 
generating plant. 


Coal production totalled 2.8 million tonnes 
during the period, about the same as the 
previous year but well below budgeted 
numbers. A report on mining and surface 
operations follows, plus a look at the 
activities of corporate departments. 


Operations 


Phalen Colliery 


In its first full year of production, the new 
Phalen Mine produced 1.3 million run of 
mine tonnes of coal or about 40 percent 
of the Corporation total. Production would 
have been greater except for a cutback In 
November due to a Serious inflow of 
water from the bottom of No. 1 East Wall 
and a strike in January by the 
Corporation's railway employees which 
halted production entirely. The water 
inflow was contained but caused the loss 
of over 800,000 tonnes of reserves and a 
revision to the colliery’s mining plan. The 
revised plan projects no increase in costs 
on a per-tonne basis. 


Safety received close attention at Phalen 
with improved results and the mine re- 
gained its 3-Star rating on the basis of 
the annual safety audit. However, the 
accident frequency rate was up over the 
previous period. 


In an effort to improve safety and reduce 
such non-job costs as absenteeism, the 
General Manager held regular informa- 
tion sessions with employees following 
the summer vacation break. 


Phalen has some 1300 pieces of operat- 
ing equipment and, to reduce mainte- 
nance costs and downtime, a new main- 
tenance organization and plan was insti- 
tuted. Crews were Set up to handle rou- 
tine maintenance, inspections, machine 
construction and surface shop work. The 
result has been a significant reduction in 
costs, especially over the latter months of 
1988. 


Prince Colliery 


Production from the Prince Colliery to- 
talled 936,000 run of mine tonnes, 24 
percent less than the previous year. To 
improve mining efficiency a new mine 
layout was designed and implemented. 
The change was made on schedule and 
allowed the mine to maintain planned 
tonnage. 


To improve efficiency and reduce over- 
time, a number of areas in the mine were 
automated last year. Among them was 
the pumping station to more quickly 
remove water from underground. The 
mine also now has the ability to continu- 
ously monitor the underground environ- 
ment from the surface. To improve safety, 
belt slopes were isolated which aids in 
the evacuation of miners in the event of 
fire. The main ventilation system was 
reorganized and auxiliary ventilation 
improved. 


Absenteeism remained constant and a 
dedicated drive is underway to reduce 
absenteeism. A 20% reduction in lost 
time injuries was achieved this year and 
a further reduction is being sought in 
1989/90. Emphasis on safety and first aid 
training continued in 1988/89 anda 
bronze fire rating was upgraded to silver. 
This is a tribute to the efforts of the em- 
ployees at Prince. 


Lingan Colliery 


Total production from Lingan Mine last 
year was 1.2 million run of mine tonnes, a 
10 percent decline over the previous 
period. Up until the strike by railway 
employees production was ahead of last 
year but below budget. 


Like Phalen, Lingan experienced a water 
inflow in one of the sections which re- 
sulted in a week's lost production and 
substantial costs to install a new pumping 
system. The automated system can be 
monitored from a surface console. The 
water flooding situation is now being 
assessed with the aid of external experts. 


Safety conditions at the mine saw the 
Physical Conditions (5-Star) rating of 
three stars remain virtually unchanged 
while lost-time accidents increased six 
percent. Unfortunately, a fatality occurred 
at the rotary breaker on the surface of the 
mine. It was the firsi fatality since April 
189; 


Absenteeism and overtime increased 
Significantly over the previous year. A 
reduction in these costs is expected in 
the coming year through improved man- 
agement control and accountability. 


A variety of training programs took place 
last year which involved everyone on the 
site. Among the programs were Mine 


Examiner and Overman courses, intro- 
duction of a Maintenance Management 
Information System, and training trainees 
for the new Functional Training System. 
These programs are conducted corporate 
wide. 


Surface Operations 


Victoria Junction Coal Preparation Plant 
takes colliery production and turns it into 
a saleable product for shipment to cus- 
tomers. The facility reduced costs and 
increased output over 1987/88. Run-of- 
mine coal processed totalled 2.4 million 
tonnes which yielded approximately 1.9 
million tonnes of saleable product. Simul- 
taneously, costs were reduced 13 per- 
cent on a cost-per-tonne basis. The 
significant improvement resulted from 
improved performance by plant 
operations personnel, increased fine coal 
recovery and better than anticipated 
magnetite recovery. Also, input coal 
contained lower than expected ash which 
resulted in higher plant yields. 


Among the capital projects undertaken 
were the installation of a third disc filter 
which will further increase yield and add 
to plant availability, and a rotary hammer- 
mill. The latter will reduce the cost of raw 
coal handling and provide the added 
benefit of eliminating a hazardous work 
area. 


Reported accidents dropped from 102 in 
1987/88 to 67 for the latest period. The 
reduction resulted from improved house- 
keeping, the 5-Star Safety Program and 
an effective Safety and Health Commit- 
tee. 


Mine Engineering provides the collieries 
and Victoria Junction with assistance in 
such areas as geological studies, mine 
planning, equipment specification, venti- 
lation planning, process control and 


monitoring of the coal preparation plant 
performance. During the past period a 
Computer Aided Design (CAD) system 
computerized all colliery data. The De- 
partment helped assess the causes of 
water inflow in the Lingan and Phalen 
Collieries and completed a submission of 
proposed new mining regulations to 
conform to the Canada Labour Code. 


As part of last year’s reorganization, Mine 
Engineering was enlarged to include the 
Process Control Department, the Proper- 
ties Department and the Capital Projects 
(Mining) Coordination Department. 


The Railway, up to January 24, when the 
railway workers went on strike, hauled 
more than 5.2 million tonnes, a gain of 
one percent over the full 12 months of the 
previous year. The International Pier 
loaded 44 vessels with more than 1.2 
million tonnes while the trucking 
operation handled more than one million 
tonnes. 


Central Maintenance continued to im- 
prove its technical capability and cost 
performance in 1988/89. The fabrication 
shop was certified by the Canadian 
Welding Bureau and is now capable of 
performing welding jobs at all Corporation 
facilities. The Shops also bid successfully 
against outside contractors to rebuild a 
number of road-heading machines. The 
forge, with outstanding production and 
performance, also bid successfully 
against outside contractors to produce 
“U”" bolts, “C” clamps and various other 
cable hangers. A suggestion by the 
employees resulted in double the number 
of “U” bolts being threaded each day. 


The Shops retained their 3-Star rating for 
safety and reduced the accident fre- 
quency rate by 14 percent over 1987. 
Absenteeism was at the same level as 


the year before at five percent. 


Quality Control played a significant co- 
ordinating role in several notable suc- 
cesses for the Corporation in 1988. In 
one, just under 170,000 tonnes of Phalen 
coal was shipped directly to Nova Scotia 
Power Corporation at Lingan without 
processing at Victoria Junction. This 
success was achieved through the coop- 
eration of Phalen miners who were con- 
scious of coal quality and cut only coal 
and not the roof or the floor; the Railway 
which saw to it that suitable coal from 
Phalen could be loaded separately; and 
the Geology Department which supplied 
the information that enabled Quality 
Control to decide to send the coal directly 
to NSPC rather than Victoria Junction for 
washing. 


Another success Saw specialty coals, 
earmarked for shipment to Japan and 
Denmark, economically blended to speci- 
fication as cargoes were being loaded. 
The technique helped the Corporation 
deal with lack of space for stockpiling 
such cargoes. It was accomplished 
through the cooperation of several de- 
partments and continued monitoring of 
the blending while loading was taking 
place. 


At the end of 1988/89, Quality Control 
had achieved 640 days without a lost- 
time accident. 


Corporate Departments 


Engineering, as a result of the operating 
division's reorganization during the year, 
assumed responsibility for Maintenance 
Engineering and for the Maintenance 
Management Information Systems Pro- 
ject. To establish more functionally ori- 
ented departments, responsibility for 
Environmental Services was transferred 
from Engineering Services to a newly- 


formed Planning, Environment and Pro- 
cess Technology Department. The new 
department continued efforts to promote 
the successful commercialization of coal- 
water fuel and conducted research and 
technical investigations into Such areas 
as bacterial oxidation of methane gas, 

the explosiveness of methane and coal 
dust mixtures, and computer simulation of 
coal gasification processes. 


Among the major events of the Project 
Planning group was the evaluation of 
programs to use mine gas for power 
generation and for transportation fuel. 
The Environmental group had as one of 
its primary focuses the development of 
ecological engineering techniques to 
control acid mine drainage. 


The use of coal-water fuel at Minas Basin 
Pulp and Power which began in mid-1988 
went very well. Near year-end, Minas 
Basin shut down for boiler modifications 
and shipments ceased. The economic 
success of coal-water fuel depends 
heavily on the price of oil: the higher the 
price of oil, the more competitive is the 
Corporation's coal-water fuel. All signs 
indicate that the price of oil will rise but 
not quickly. At the right price levels, the 
Corporation will be positioned to effec- 
tively compete for customers. 


The Industrial Engineering group contin- 
ued to provide support to operations on 
incentive bonus development, computer 
modelling for coal stocking and shipping 
ogistics, and improvement in material 
management methods. Construction 
Services provided contract management 
services and direction for construction 
projects. 


Marketing Department coal sales for 
1988/89 were about the same level asa 
year earlier despite the strike and stock- 
piling problems. Though export sales 


rose, DEVCO nad to adjust to a changing 
world coal market. “Niche” markets for 
the company’s coking coal became more 
difficult to find as technological improve- 
ments in the world steel industry allowed 
the use of cheaper coking coals. On the 
other hand, the relatively high suiphur 
content of DEVCO coking coal is some- 
what offset by the desulphurization equip- 
ment which many of the steel mills have 
installed. 


Thermal plants in Europe also have 
installed desulphurization equipment and 
this opened up some new markets for 
thermal coal. As a result DEVCO entered 
the export thermal market in 1988 for the 
first time in Several years. 


With the opening of the Phalen Mine, 
DEVCO has graduated from a small. spot 
exporter to a major, long-term coal ex- 
porter for many of its customers. Contin- 
ued significant gains will depend to a 
large degree on improving DEVCO's 
ability to load larger deeper-draft vessels 
which the world bulk export market Is 
using in increasing numbers to reduce 
freight rates. Several options, all costly, 
are under study including eniarging the 
dock and dredging the harbour at 
Sydney. The present inability to accom- 
modate such vessels imposes a cost 
penalty on DEVCO coal exports of $4.00 
to $9.00 per tonne. 


Human Resources major labour rela- 
tions concern during the 1988/89 year 
was the strike by the railway union which 
began January 24, 1989 and was still in 
progress at the end of the fiscal year. As 
a result of the strike, the Corporation laid 
off all unionized personnel except those 
required to maintain the collieries. The 
laid-off workers were deemed entitled to 
unemployment insurance benefits. The 
railway union Is one of four representing 


Corporation employees. The other three 
collective agreements were open before 
the end of the fiscal year and bargaining 
had begun with the largest union prior to 
the railway union strike. 


Reductions were made in the workforce 
during the last fiscal year mostly through 
voluntary retirements and attrition. These 
reductions resulted mainly from the 
closing of the Cabot House offices in 
Sydney; the planned relocation of the 
training centre to the Glace Bay General 
Mining Building; and the wind down of the 
Phalen Colliery development and the 
Victoria Junction expansion project. 


Training continued to receive high priority 
during the last period. The functional 
systems training program launched in 
1987/88 moved steadily ahead with a 
number of employees being selected, 
trained and certified to research, write 
and edit training manuals to a high stan- 
dard. Eighty-five training manuals were 
written during 1988/89 and personnel 
trained as Instructors commenced train- 
ing at all six operating sites utilizing these 
manuals. Functional systems training will 
yield even greater benefits in safety and 
productivity in the future. 


Workers’ Compensation costs totalled 
$15 million during 1988/89. Continued 
emphasis on sound safety practices is 
expected to reduce these costs. At the 
same time closer scrutiny and investiga- 
tion of compensation claims was begun. 
Submissions also were made to the 
Provincial Government with respect to 
current legislation and its interpretation. 


Revisions to the Corporation’s pension 
plans were started last year to put them 


in step with the most recent legislative 
changes. The prescription drug program, 
a $3 million cost, was streamlined and is 
being fully computerized for more effec- 
tive control. 


Safety in the workplace was a high prior- 
ity and, as in the previous year, the 
Corporation as a whole received a 3-Star 
Rating under the Management Safety 
Audit System. Though the total number of 
accidents were down, the accident fre- 
quency rate remained virtually un- 
changed. Plans call for additional empha- 
Sis On accident prevention through im- 
proved housekeeping and investigation. 


Occupational Health paid particular 
attention to two major health programs. 
One deait with noise and hearing conser- 
vation and the other with workplace 
hazardous materials. 


Corporate Affairs, as part of a long-term 
internal communications plan, made 
Mines and Matter extras a major vehicle 
for disseminating news. These informa- 
tion bulletins provide all employees with 
timely information on matters of impor- 
tance to the employees and to the Corpo- 
ration. The Department also provides 
assistance and guidance to communica- 
tions committees now in place among the 
various operating units. 


For external audiences, the Department 
has made itself more accessible to local 
newspapers, radio and television in order 
to provide comprehensive and accurate 
information on Corporation plans and 
activities to the communities where the 
Corporation has facilities. 


May 18, 1989 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements of the Cape Breton Development Corporation and all information 
in this annual report are the responsibility of management and have been approved by the Board of 
Directors. The financial statements include some amounts that are necessarily based on management's 
best estimates and judgement. 


The financial statements have been prepared by management in accordance with generally accepted 
accounting principles. Financial information presented elsewhere in the annual report is consistent with 
that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of the financial statements, management 
maintains financial and management control systems and practices designed to provide reasonable as- 
surance that transactions are authorized, assets are safeguarded and proper records are maintained in 
accordance with the Financial Administration Act and regulations as well as the Cape Breton Develop- 
ment Corporation Act and by-laws of the Corporation. The system of internal controls is augmented by 
internal audit which conducts periodic reviews of different aspects of the Corporation’s operations. In 
addition, the internal and external auditors have free access to the audit committee of the Board, which 
oversees Management's responsibilities for maintaining adequate control systems and the quality of 
financial reporting. 


These financial statements have been independently examined by the Corporation’s auditor, the Auditor 
General of Canada, and his report is included herein. 


As required by the provisions of the Cape Breton Development Corporation Act, the financial statements 
of the Coal Division and of the Industrial Development Division are being presented separately. 


COAL DIVISION — FIVE YEAR STATISTICAL SUMMARY 
For The Year Ended March 31 


1985 1986 1987 1988 1989 
Number of Employees 3,495 3.580 3,651 3,410 3,336 
Financial 
(millions of dollars) 
Revenues 159.8 181.7 183.8 204.8 190.7 
Expenditures 169.8 198.6 201-5 206.5 220.4 
Losses 10.0 16.9 Wht Vet 29.7 
Capital Expenditures 86.9 93.7 154.6 70.1 29.3 
Sales Breakdown 
(000s tonnes) 
NSPC 2,068 1,868 1,978 2,045 1,751 
Export 324 552 500 670 1,024 
Other Domestic 145 PH 230 292 213 
Total Sales 2,037 2,607 2,/08 3,007 2,988 
Saleable Production 
(000s tonnes) 
High Grade 367 427 495 919 781 
Thermal 2,163 2,006 2,139 2,385 2,188 
Total Production 2530 2,433 2,634 3,304 2,969 


Saleable Output per Manshift 
(tonnes) 7) 5.9 6.2 13 8.0 


AUDITOR’S REPORT 


To the Minister of Regional Industrial Expansion 


| have examined the balance sheet of the Coal Division of the Cape Breton Develop- 
ment Corporation as at March 31, 1989, and the related statements of equity, income 
and changes in financial position for the year then ended, and the consolidated balance 
sheet of the Industrial Development Division of the Cape Breton Development Corpora- 
tion as at November 30, 1988, the date of its transfer to Enterprise Cape Breton Corpo- 
ration (as explained in Note 1), and the related consolidated staternents of equity, oper- 
ating statement and changes in financial position for the period then ended. My exami- 
nation was made in accordance with generally accepted auditing standards, and ac- 
cordingly included such tests and other procedures as | considered necessary in the 
circumstances. 


In my opinion, the financial statements of the Coal Division present fairly its financial 
position as at March 31, 1989 and the results of its operations and the changes in its 
financial position for the year then ended and the consolidated financial statements of 
the Industrial Development Division present fairly its financial position as at November 
30, 1988 and the results of its operations and the changes in its financial position for the 
period then ended, in accordance with generally accepted accounting principies applied 
on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation and of its wholly-owned 
subsidiaries that have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part X of the Financial 
Administration Act and regulations, the Cape Breton Development Corporation Act, the 
by-laws of the Corporation and the charters and by-laws of the Corporation's wholly- 
owned subsidiaries. 


Ottawa, Canada Kenneth M. Dye, F.C.A. 
June 9, 1989 Auditor General of Canada 


CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


BALANCE SHEET 
AS AT MARCH 31 
(in thousands of dollars) 
Assets 


Current 
Cash 
Accounts receivable (Note 3) 
Inventories, at the lower of cost and 
net realizable value 
Coal 
Operating materials and supplies 
Prepaid expenses 


Fixed (Note 4) 


Liabilities 

Current 

Accounts payable — trade 

Accrued wages and vacation pay 

Accrued charges 

Employees’ deductions 

Due to Government of Canada 

— Working capital advances (Note 2 (a)) 

— Other 


Equity 
Equity of Canada 


Commitments (Note 5) 
Contingent Liabilities & Claims (Note 6) 


On Behalf of the Board 


461,890 


$534,021 


$ 8,005 
11,905 
3;239 
8,019 


41,000 
12,900 
85,068 


448,953 
$534,021 


Director 


10 


__ Director 


34,089 
20,829 
65 
92,989 
500,143 
$593,132 


$ 19,934 
12,496 
4.059 
GAlt'c 


ZANRSIS, 
10,433 
74,957 


SNRSEINES 
$59ene2 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF EQUITY 
AS AT MARCH 31 
(in thousands of dollars) 


1989 1988 
Balance at beginning of year $518,175 $485,038 
Add: 
Payments by Canada in respect of 
mining losses — Vote 35 (Note 2 (a)) 1,672 
Payments by Canada in respect of 
capital expenditures — Votes 30 
and 40 (Note 2(a)) 28,000 89,163 
546,175 575,873 
Deduct: 
Net mining losses (Note 2(a)) 29,693 17672 
Depreciation of fixed assets 67,529 56,026 
97,222 57,698 
Balance at end of year $448,953 $5185 175 
CAPITAL EXPENDITURES DISTRIBUTION OF SALES 


(millions of dollars) (millions of dollars) 


200 


150 


100 


50 


87/88 1988 


| EXPORT [J NSPC 


84/85 85/86 86/87 87/88 88/89 84/85 85/86 


86.9 9357, 154.6 70.1 29.3 sees 
GB overs 


A, OPERATIONS Meador 
-—COURSA PROJECTS 
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CAPE BRETON DEVELOPMENT CORPORATION 


COAL DIVISION 


STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


1989 
Revenue 
Coal sales $195,166 
Less: External selling expense 7,678 
187,488 
Outside railway revenue 3,224 
Operating revenue 190,712 
Operating expenses 
Wages and salaries 84,431 
Holidays and vacations 9,959 
Workers’ Compensation 11,109 
Surcharges 16,326 
Materials and supplies 25,898 
Repair materials 19,162 
Electric power 72130 
Grants in lieu of taxes 3,929 
Royalties 807 
Hired heavy equipment 5/63 
Other expenses 10,462 
Purchased and capital coal 8,032 
Depreciation 67,529 
Increase in coal inventory (510 ) 
Total operating expenses 266,632 
Excess of operating expenses over 
operating revenue 75,920 
Pensions 17,696 
Pre-retirement leave 2,940 
Early retirement incentive 1,924 
Interest and other income (1,258 ) 
97.222 
Deduct: 
Depreciation not deductible in determining 
mining losses (Note 2(a)) 67,529 
Net mining losses for the year $ 29,693 


V2 


1988 


$206,386 
57.106 


201,280 
S000 


204,838 


90,820 
9,742 
9,902 

(ese 
25,307 
11,427 
6.661 
2.797 
796 
6,823 
5,804 
20,617 
56,026 
(16,168 ) 


241,986 


37,148 

16,696 
er 20 
1,309 
(575) 


5/7 O86 


56,026 
orl ore 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


1989 1988 


Cash for operating activities 
Net mining losses ($29,693 ) ($1,672) 


(Increase) decrease in non-cash 
operating working capital* 17,023 (48,451 ) 
(12,670 ) (50:123)) 


Cash from financing activities 
Payments by Canada 


In respect of mining losses non 2 
In respect of capital expenditures 28,000 89,163 
Increase in repayable working 
capital advances 19,081 14,897 
47,081 1OSs7ae 
Cash for investing activities 
Purchase of fixed assets (29,433 ) (70,141 ) 
Proceeds from sale of fixed assets UBYé 26 
(29,276 ) Gra aishy) 
Increase (decrease) in cash 5,135 (14,506 ) 
Cash at beginning of year 1,232 ie eets) 
Cash at end of year $ 6,367 Papal Oe 
*(Increase) decrease in non-cash 
operating working capital 
Accounts receivable $ 28,911 (S20 2Z>) 
Coal inventory (510 ) (16,168 ) 
Material inventory (2,169 ) (3,829 ) 
Prepaid expenses (239 ) 11 
Accounts payable — trade (11,929 ) (9,205 ) 
Accrued wages and vacation pay (591 ) (510 ) 
Accrued charges (820 ) 3,061 
Due to Government of Canada-other 2,467 (2° ean) 
Employees’ deductions 1,903 876 
$ 17,023 ($ 48,451 ) 
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CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 


MARCH 31, 1989 


1. Authority and Objectives 


The Corporation was established in 1967 for the purpose of reorganizing and rehabilitating the coal 
industry on Cape Breton Island, pursuant to the Cape Breton Development Corporation Act. Its 
current corporate goal is to be a dependable supplier of quality coal and related energy products by 
operating a safe, commercially viable corporation which will provide a positive working environment 
through efficient and effective utilization of human, physical and technical resources. 


2. Significant Accounting Policies 


(a) Financing 
The Corporation, an agent of her Majesty, is listed as a Schedule Ill, Part |, corporation for 
purposes of the Financial Administration Act. The Corporation receives Parliamentary appropria- 
tions for capital expenditure and operating loss purposes as well as advances from the Govern- 
ment of Canada for working capital purposes on such terms as may be agreed upon, as provided 
for in the Cape Breton Development Corporation Act. In addition to the appropriations and 
advances received during 1988/89, Treasury Board has approved the inclusion of up to $25.0 
million in the 1989/90 Supplementary Estimates toward the 1988/89 cash operating loss. Treas- 
ury Board has indicated that depreciation should not be provided in determining mining losses for 
Parliamentary appropriation. Accordingly, the depreciation provision has been eliminated in 
arriving at this amount. 


(b) Inventories 
Inventories are valued at the lower of cost and net realizable value. 


(c) Fixed Assets 


Fixed assets are stated at cost. The Corporation has provided depreciation on its fixed assets 
based on their estimated useful lives. 


(d) Foreign Currency Translation 
Monetary assets and liabilities are translated at exchange rates in effect at the balance sheet 
date. Revenue and expenses are translated at the rate of exchange prevailing on the transaction 
date. The resulting foreign currency translation gains and losses are included in the results of 


operations. 
3. Accounts Receivable 1989 1988 
(in thousands of dollars) 
Trade $ 6,318 $ 36,726 
Employees 1,695 148 
8,013 36,874 
Less: Allowance for doubtful accounts 150 100 
$ 7,863 $:°36:774 
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CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS .conrv) 


MARCH 31, 1989 


4. Fixed Assets 1989 1988 
(in thousands of dollars) 
Lingan Colliery $173,844 $167,252 
Prince Colliery 109,398 105,769 
Phalen Colliery 200,576 185,928 
Donkin-Morien Development Project 80,679 80,679 
Coal Preparation Plant 91,358 90,451 
Devco Railway 77,941 76,750 
Carbogel 7,919 5,195 
Other fixed assets 41,029 41,044 
782,344 753,068 
Accumulated depreciation 320,454 252,925 
$461,890 $500,143 


Included in fixed assets above is $80,678,573 of cumulative costs to March 31, 1989 on the 
Donkin-Morien Development Project. The Corporation has provided for depreciation of 
$26,403,478 against this Project to date. The 1989/90 to 1993/94 Corporate Plan submitted to 
Treasury Board does not provide for development of this Project over the next five years. Addi- 
tional development costs will be required to bring the Project into commercial production. 


Also included in fixed assets above is $173,844,388 of cumulative costs to March 31, 1989 on the 
Lingan Colliery. The Corporation is in the process of evaluating the future of this colliery. It is 
anticipated this evaluation will be completed during the 1989/90 fiscal year. Depreciation to date, 
amounting to $121,585,550, has been provided at normal Corporation rates. 


5. Commitments 
(a) Commitments on capital projects include the following: 


Approximately $475,000 for underground mining equipment 
Approximately $540,000 for other facilities 


(b) The Corporation leases the General Mining Building which houses the offices of the Coal Divi- 
sion. The lease is for a 20-year period, commencing June, 1984, with lease payments of approxi- 
mately $1,300,000 per annum, at a current interest rate of 11%. The annual lease payments 
fluctuate with changes in the lessor’s mortgage interest rates. 


6. Contingent Liabilities and Claims 
(a) Legal Matters 


(1) A former employee has asserted a claim for alleged wrongful dismissal, and damages for a 
personal injury from an industrial accident sustained while in the employ of the Corporation. 


(ii) A contractor has commenced an action for an alleged breach of contract relating to coal 
handling 


(iii) A contractor has commenced an action for an alleged breach of contract relating to a capital 
project. 


(iv) A sub-contractor has commenced an action for an alleged breach of contract relating to a 
capital project for which the Corporation settled with the contractor. 


is) 


CAPE BRETON DEVELOPMENT CORPORATION 
COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS (conn) 


MARCH 31, 1989 


The total amount of these claims is approximately $3.3 million and the Corporation intends to 
oppose these claims in their entirety. 


(b) Insurance 


The Corporation self insures against the potential loss of underground assets and for a portion of 
its liability insurance. 


7. Long-Term Sales Agreement 


The Corporation has signed an agreement with the Nova Scotia Power Corporation which calls for 
the delivery of a substantial portion of the Corporation's coal production to the Power Corporation. 
The agreement expires in the year 2010. 


8. Pensions 


For accounting purposes, the pension expense in each year is comprised of a current and a past 
service cost. The past service cost, which represents an allocation of the unfunded obligation, is 
being amortized at the rate it is being funded. The Corporation is of the opinion that this is the most 
appropriate method since it provides for a systematic manner of amortization which conforms to the 
Corporation’s overall funding by the Government of Canada. 


An actuarial valuation of the Corporation’s Non-Contributory Pension Plan as at December 31, 1988, 
indicated an unfunded actuarial liability of $69,009,000 (assets of $99,772,000 and liabilities of 
$168,781 ,000). The minimum annual amount required for past and current service, including pension 
payments, will be approximately $14,390,000 in each year from 1989 to 1992, $6,116,000 from 1993 
to 2000 and $4,311,000 from 2001 to 2004. The Corporation has expensed pension payments of 
$17,696,000 for the year. 


An actuarial valuation of the Corporation’s Contributory Pension Plan as at December 31, 1987, 
indicated a fund surplus of $3,095,000 (assets of $21,765,000 and liabilities of $18,670,000). Re- 
quired Corporation payments in respect of current service costs are funded each year and amounted 
to approximately $780,000 expensed for the year ended March 31, 1989. 


9. Income Taxes 


The Corporation has applied for refundable investment tax credits in respect of qualified expenditures 
incurred and qualifying assets purchased after April 19, 1983. The Corporation estimates the refund 
to be approximately $14,500,000. This amount has not been reflected in these financial statements 
as Revenue Canada Is currently reviewing the Corporation's eligibility for the refundable tax credits. 
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CAPE BRETON DEVELOPMENT CORPORATION 


INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED BALANCE SHEET 


AS AT NOVEMBER 30 
(in thousands of dollars) 


Assets 


Current 
Cash 
Accounts and interest receivable 
Receivable from Province of Nova Scotia 
Receivable from Government of Canada 
Inventories 
Prepaid expenses 


Loans and investments (Note 3(d)) 
Loans 
Investments 


Fixed (Notes 3(b) and 4) 
Other 
Deferred Charges 


Liabilities 
Current 
Accounts payable 
Equity 


Equity of Canada 


Guarantees (Note 5) 
Commitments(Note 6) 
Claim (Note 7) 


On Behalf of the Board 


November 30 


1988 
(Note 1) 


$ 1,232 
874 
43 


31,343 
$32,64 


Director 


Director 


a bee Ly ae ae 
has 


March 31 
1988 


$ 106 
687 


2200 
242 


36 
Se ful 


9,243 


320 


9,563 


19,398 


1 


$32,233 


S60) 


30,263 


$32,233 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF EQUITY 


FOR THE EIGHT MONTH PERIOD ENDED NOVEMBER 30, 1988 
(with comparative figures for the year ended.March 31, 1988) 
(in thousands of dollars) 


Nov. 30 March 31 
1988 1988 
(Eight months) (Twelve months) 
Equity at beginning of period $30,263 peo gue 
Add: 
Payments during period from Government 
of Canada — Votes 35 and 45 (Note 2) 7,800 10,600 
38,063 36,599 
Deauct: 
Net operating expenses 6,720 6,336 
Equity at end of period $31,343 $30,263 
ACCIDENT FREQUENCY RATE ABSENTEEISM PERCENTAGE 
(accidents per million manhours) ca jar year) 
400 20 
300 15 
200 
@ 10 
& 
1984 1985 1986 1987 1988 1984 1985 1986 1987 1988 


18 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED OPERATING STATEMENT 


FOR THE EIGHT MONTH PERIOD ENDED NOVEMBER 30, 1988 
(with comparative figures for the year ended March 31, 1988) 


(in thousands of dollars) 


Development and operating expenses 
Industrial operations and assistance 
Tourist operations and promotions 
New business development assistance 
Marine farming operations 
Real estate operating costs 
Community planning and projects 
Primary production operations 
Scholarships and apprentice programs 
Loss (Gain) on disposal of fixed assets 


Administration expenses 
Salaries 
Office and miscellaneous expenses 
Professional fees 
Travelling expenses 


Depreciation 
Provision for unrecoverable loans 
and accounts receivable 


Total operating expenses 


Revenue 
Tourist operations 
Real estate rentals 
Industrial operations 
Interest 
Primary production operations 
Miscellaneous revenue 


Net operating expenses 


November 30 


1988 


(Eight months) 


$ 617 
1,776 
2,140 


697 
242 
305 
24 
206 
6,007 


March 31 
1988 


(Twelve months) 


$ 892 
1391 
One aw? 

4 
Voowe 
220 
451 

28 
(15) 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL 
POSITION 


FOR THE EIGHT MONTH PERIOD ENDED NOVEMBER 30, 1988 
(with comparative figures for the year ended March 31, 1988) 


(in thousands of dollars) 


November 30 March 31 
1988 1988 


(eight months) (twelve months) 


Cash from financing activities 


Payments by Canada — Votes 35 and 45 $ 7,800 $ 10,600 
Cash for operating activities 
Net operating expenses (6,720 ) (6,336 ) 
Charges (credits) not affecting cash 
Depreciation n ee 9 1,604 
Loans forgiven (14) 129 
Loss (gain) on sale of fixed assets 206 (15 ) 
Provision for (recovery of) doubtful accounts lz (1) 
(4,104 ) (4,709 ) 
(Increase) decrease in non-cash 
operating working capital” ieeoz (7 435.) 
(2,842 ) (6,144 ) 
Cash for investing activities 
Loan repayments 790 aah 
Loan drawdowns (20278) (4,866 ) 
Purchase of fixed assets (2,603 ) (552710) 
Proceeds from sale of fixed assets 58 900 
Purchase of investments (50 ) 2 
(3.832) (5,764 ) 
Increase (decrease) in cash 1,126 (1,308 ) 
Cash at beginning of period 106 1,414 
Cash at end of period $ 1,232 D106 


*(Increase)decrease in non-cash a nee 
operating working capital 


Accounts receivable $ 1,970 ( $1,930 ) 
Inventories 14 (10 ) 
Prepaid expenses (55 ) 1 
Accounts payable (667 ) 504 
$ 1,262 ( $1,435 ) 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


NOVEMBER 30, 1988 


1. Transfer to Enterprise Cape Breton Corporation 


Under the provisions of the Government Organization Act, Atlantic Canada, 1987, a new corporation, 
the Enterprise Cape Breton Corporation, was created by Order in Council effective December 1, 1988 
to assume the assets, liabilities, operations, guarantees, commitments and contingencies of the 
Industrial Development Division. 


As a result, these financial statements reflect only the operations of the Industrial Development 
Division, including its subsidiaries for the period April 1, 1988 to November 30, 1988. In summary the 
amounts transferred at December 1, 1988 were as follows: 


Assets $32,646,512 
Liabilities $ 1,303,096 
Equity $31,343,416 
Guarantees $36,478,659 
Commitments $ 4,462,000 
Claim $ 300,000 


2. Financing 


The Industrial Development Divisionwas financed by way of Vote of the Parliament of Canada. 
Parliament voted $10,600,000 for this purpose during the fiscal year ended March 31, 1989. During 
the period the Corporation was limited to, and received, $7,800,000 of this appropriation. 


3. Significant Accounting Policies 
(a) Basis of Consolidation 


(1) The financial statements of the Industrial Development Division include the results of the 
Division and all its subsidiaries as explained below. 


Corporation Period 


Interest Ended 

Darr (Cape Breton) Limited (Real Estate) 100% Nov. 30 

Cape Breton Marine Farming Limited (Inactive) 100% Nov. 30 
Whale Cove Summer Village Limited 

(Tourist Accommodations) 62.5% Nov. 30 

Dundee Estates Limited (Tourist Accommodations) 100% Nov. 30 


(ii) As the financial statements of Whale Cove Summer Village Limited report a deficit equity 
position as at November 30, 1988, and the minority interest in losses to date have been 
absorbed against the total of the minority invested capital, the losses of this company are 
included in the consolidated net operating expenses. As a consequence, no minority interest 
for this subsidiary is shown in the consolidated balance sheet. 


(bo) Fixed Assets 
Fixed assets are recorded at cost. Depreciation is provided on the straight-line method using 
rates based on the estimated useful lives of the assets generally as follows: 


et 


CAPE BRETON DEVELOPMENT CORPORATION 
INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS conro) 


NOVEMBER 30, 1988 


Buildings Up to 25 years 
Equipment 4 to 10 years 
Vehicles 3 to 4 years 


(c) Accounting Policy — Certain Subsidiaries 
The financial statements of Dundee Estates Limited include a note indicating that their state- 
ments have been prepared on the assumption that the company can continue to operate as a 
going concern, which assumption depends on the continued financial support of its parent. 


(d) Loans and Investments 
Loans and investments are recorded at the lower of cost and estimated net realizable value. 


4. Fixed Assets 


November 30 March 31 
1988 1988 
{in thousands of dollars) (in thousands of dollars) 

Rental facilities $11,226 $10,937 
Tourist facilities 6,146 6/57 
Primary industry facilities 1,799 1757 
Secondary industry facilities 11,914 10,490 
31,085 29,941 

Less: Accumulated depreciation 10,660 10,543 


$20,425 $19,398 


The four categories of fixed assets shown above each include land, buildings and equipment. 


5. Guarantees 


During the 1976 year, the Corporation guaranteed the repayment by Sydney Steel Corporation of that 
corporation's $70,000,000 — 11 1/4% Series D Debentures and the repayment of interest thereon. 
These funds were borrowed by Sydney Steel Corporation for the purpose of financing its plant 
rehabilitation program. The balance of the outstanding debentures has since been reduced to 
$30,310,000. 


The Corporation in 1971 guaranteed the repayment of bank advances to Stora Kopparbergs 
Bergslags Aktiebolag. This guarantee originally amounted to $30,000,000. The balance of advances 
has since been reduced to $6,168,659. 


The Corporation made the guarantees for and on behalf of Her Majesty the Queen in right of Canada; 


therefore, any amounts required to be paid shall be paid out of the Consolidated Revenue Fund of 
Canada. 


6. Commitments 


(a) As at November 30, 1988, the Industrial Development Division of the Corporation was committed 
to expenditures and loans over and above the amounts included in the financial statements at 
that time, totalling $4,462,000. 


(b) The Corporation entered an agreement to lease office premises effective May 1, 1987. The lease 
is for a five year period with lease payments of approximately $254,000 per annum. 
5. Claim 


A claim in the amount of $300,000 has been received from a local sports organization. Management 
denies this claim and intends to oppose it in its entirety. 


Ze 


YEAR AT A GLANCE 
FOR THE YEAR ENDING MARCH 31 


Coal Division 1989 
Financial ($000s) 
Operating Revenue 190,712 
Operating Costs 266,632 
Net Loss 29,693 
Capital Expenditures 29,276 
Operations 
Saleable Production from Collieries 

(000s tonnes) 2,805 
Saleable Output per Manshift 

(tonnes) 8.0 
Accidents per Million Manhours 140 


eS 


1988 


204,838 
241,986 
BO72 
FAG) tabs) 


a ehe\ 0) 
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CORPORATE DIRECTORY 


BOARD OF DIRECTORS 


Chairman of the Board 
Jone. Very, Feng, 
Sydney, Nova Scotia 


Michael J. Cochrane 
Canadian Investors Corp. 
Toronto, Ontario 


John Bardswich 
Sydney Mines, Nova Scotia 


Ernest A. Boutilier 
Coxheath, Nova Scotia 


Teresa MacNeil, Ph.D 
Term Expired December 31, 1988 


George W. MacDonald 
Term Expired December 31, 1988 
JONG eUNKe: Das. 

Term Expired February 28, 1989 


The Corporation’s Headquarters is in the General 
Mining Building, 95 Union Street, Glace Bay, 
Nova Scotia 


Mailing Address: 

PiOr Box 2500 

Sydney. Nova Scotia 

B1P 6K9 

Telephone: (902) 564-2848 
Telefax: (902) 564-2589 
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OFFICERS OR hE 
CORPORATION 


Ernest A. Boutilier 
President 


Robert Cooper 
Vice-President Operations 


Merrill Buchanan 
Vice-President Finance 


Ronald P. Nicholson 
Vice-President Engineering 


Walter MacKenzie 
Vice-President Human Resources 


Keith Crocker 
Legal Counsel & Corporate Secretary 
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Hon. Tom Hockin, P.C., M.P. 
Minister of State 

(Small Business & Tourism) 
235 Queen Street 

Ottawa, Ontario 

K1A OHS 


Dear Mr. Minister: 


On behalf of the Board of Directors, I am 
pleased to present the Cape Breton De- 
velopment Corporation’s Annual Report 
for the fiscal year ended March 31,1992. 


This Annual Report is submitted in ac- 
cordance with the provisions of the Fi- 
nancial Administration Act and the 
Cape Breton Development Corpora- 
tion Act. The Report includes the annual 
financial statements, together with the 
Auditor’s Report therein. 


Sincerely 


WOE Bphoarr— 


Michael J. Cochrane 
Chairman of the Board 


CORPORATE PROFILE 


The Cape Breton Development Corporation 
was formed by an Act of Parliament in 1967 and 
is wholly owned by the Government of Canada. 
Located in Cape Breton Island, Nova Scotia, 
this Crown Corporation is the largest coal pro- 
ducer in Eastern Canada. With approximately 
2560 employees, it also is one of the largest 
industrial employers in Atlantic Canada. The 
Corporation operates three collieries and fully 
integrated support facilities for the preparation 
and distribution of coal. Sales are made to 


Canadian and international markets. Assets at 
March 31,1992 totalled $ 394 million. Coal 
sales for the 1991/92 year were 3.9 million 
tonnes, yielding revenues of $ 255 million. 


CORPORATE MISSION 


The Cape Breton Development Corporation is 
in business to be a dependable supplier of 
quality coal and related energy products by 
operating a safe, commercially viable corpora- 
tion which will provide a positive working en- 
vironment through efficient and effective utili- 
zation of human, physical and technical re- 
sources. Supreme will be our regard for the 
protection of the physical environment, the 
interests of the shareholder, the employees 
community, and the long term econom) 
of Cape Breton. 


SIGNIFICANT EVENTS - 199/92:,, <b 


* For the third consecutive year, we remained _ 
within the approved government funding level. 


* A joint union/management process was im- 
plemented. 


* A plan for the closure of Lingan colliery in 
1993 was adopted. 


* Record export sales. 


* Export sales for Prince colliery coal were 
achieved. 


* The largest vessel ever shipped with coal 
from Sydney harbour. 


* Roof bolting as main support for in-seam 
drivage, introduced at Phalen colliery. 


* Phalen Colliery captured the Provincial Mine 
Rescue competition. 


* Cash flow allowed an additional contribution 
toward the unfunded pension liability. 


* Government to study feasibility of privatizing 
the Corporation. 


REPORT OF THE PRESIDENT AND CHIEF EXECUTIVE OFFICER 


The 1991/92 fiscal year, one of the best in the 
history of CBDC, provided many challenges 
for the Corporation. We continued in the sec- 
ond year of a five year plan toward financial 
self- sufficiency. This caused us to re-evaluate 
our past methods and adopt a co-operative 
management style with increased emphasis on 
communication and involvement by our em- 
ployees. 


The Joint Union/Management process began 
with employee involvement in the preparation 
of the corporate business plan. Committees 
were established, and continue to operate, in 
four main areas; Finance; Employee Relations; 
Communications; and Safety, Health and Envi- 
ronment. We still have much to accomplish but 
we can be proud of the progress achieved so far. 


Market forces, the Corporation’s goal of stay- 
ing within the Government’s reference funding 
level, and the drive toward self sufficiency by 
1995, required us to assess production capacity. 
Coal markets were weak with the loss of the 
Nova Scotia Power Corporation’s (NSPC) 
Trenton Generating station, and depressed prices 
in export markets. Closure of the Lingan col- 
liery by 1993 is required to avoid the substantial 
financial impact these market reversals would 
otherwise have on CBDC. 


The decision to close Lingan was difficult. In 
accordance with the seniority provisions of the 
collective agreements a complete human re- 
source strategy is addressing reductions in the 
workforce resulting from the closure. Pro-ac- 
tive communications between management and 
union executives and employees at Lingan and 
throughout the Corporation, form a key ele- 
ment in maintaining good employee relations, 
during this trying time. 


The most serious problems facing the Corpora- 
tion are the high levels of accidents and absen- 
teeism rates. We continue to focus our efforts 
on accident prevention and provision of a safe 
working environment. We implemented a new 
edition of the Management Safety Audit Sys- 
tem, a program of the widely recognized Inter- 
national Loss Control Institute. The program 
included an increased emphasis on manage- 
ment and supervisory investigation, employee 
training and site inspections. In spite of this, the 
number of accidents continued to increase. We 
are concerned about the welfare of our employ- 
ees and are dedicated to providing a safe work- 
ing environment for them. However, this is a 
responsibility that must be shared with all 
employees. 


The Minister of Finance announced in his 
February 25,1992 budget speech that the Gov- 
ernment of Canada will be examining the feasi- 
bility of privatizing the Corporation. This may 
be seen as an extension of the self-sufficiency 
concept we have been striving toward since 
1985. It is a measure of the confidence our 
shareholder, the Government of Canada, has in 
our ability to achieve self-sufficiency with 
further productivity improvements and cost 
control. 


Our marketing strategy resulted in an exparded 
customer base as we shipped coal to 16 covn- 
tries. Increasing our reliance on the export 
market makes it vital to produce coal that meets 
our customer’s needs and is price competitive 
with other suppliers. Our customers will not 
tolerate coal below their specifications. The 
world market place is a tough playing field, but 
I remain convinced we will meet the challenge. 
An example of our marketing success was the 
securing of an export contract for coal from 


Prince Colliery. This allowed Prince to con- 
tinue to work a full three shifts per day. We had 
been predicting a reduction to two shifts per day 
due to reduced demand for coal. 


Our marketing efforts are constrained by our 
shipping pier that restricts the size of boats we 
can load. Approval has been received for 
modification of our facility to allow the loading 
of larger capacity vessels. This project is essen- 
tial in light of the market situation and will be of 
benefit in terms of lower freight rates. 


Community concern continues to increase about 
the environment and we recognize this con- 
cern. We are in the process of concluding an 
environmental audit that will assist us in pre- 
paring an overall management strategy, by 
which to conduct our operations in an environ- 
mentally sound fashion. 


There have been many accomplishments 
achieved, and progress made, during the year. 
The 1992/93 year will be challenging but we 
are confident that we will meet our Corporate 
Plan objectives on self-sufficiency by 1995, 
and thereby secure our long term future. 


ot Ligeo 


Emest A. Boutilier, C.A. 
President and Chief Executive Officer 


June, 1992 


ABSENTEEISM PERCENTAGE 


1988 1989 1990 1991 1992 
Year 


ACCIDENT FREQUENCY RATE 


Accidents per Milllon Hours 


1988 1989 1990 1991 1992 
Year 


OPERATIONS 


During the 1991/92 fiscal year, coal sales were 
3.9 million tonnes, including a record 1.8 mil- 
lion tonnes sold in the world export market. The 
Nova Scotia Power Corporation (NSPC) re- 
mained as the single largest customer of the 
Corporation with sales of 2.1 million tonnes. 


The Corporation will begin shipments to the 
new NSPC Point Aconi generating station in 
1993. The plant will use circulating fluidized- 
bed (CFB) combustion technology which will 
resultin a dramatic reduction in sulphur dioxide 
and nitrogen oxide emissions. The plant will be 
supplied by production from Prince Colliery. 


The world economic recession, and downturn 
in economic activity, led to an excess of supply 
over demand and depressed coal prices. In spite 
of this, the Corporation expanded its interna- 
tional customer base with new customers ob- 
tained in Germany and Mexico. 


The need to be competitive in the export market 
requires the Corporation to modify its pier 
facilities to allow the loading of Panamax-size 
ships. The project, when completed in 1993, 
will result in reduced shipping expenses, allow 
retention of present markets and open new 
market opportunities. During the design phase, 
the Corporation obtained input from customers 
and shipping agents to ensure the project will 
meet their requirements. The capital project is 
under the direction of the Engineering Services 
Department. 


The capability to provide coal that meets cus- 
tomer specifications is vital to the success of the 
Corporation. In order to enhance this ability, 
the Quality Control Department provides sam- 
pling and analysis services to the mining and 
processing operations. This allows the Corpo- 
ration to tailor - produce coal based on cus- 
tomer needs and requirements. The Depart- 
ment works closely with NSPC to ensure that 


their thermal coal quality specifications are 
met. 


Coal production from all sources in 1991/92 
reached 4.2 million saleable tonnes, an increase 
of 24 % over the previous year. Of this total, 2.1 
million tonnes came from Phalen Colliery, 1.3 
million tonnes from Prince colliery, and 0.6 
million tonnes from Lingan Colliery. All col- 
lieries exceeded their production budgets. The 
Industrial Engineering Department continued . 
to conduct studies to determine engineered 
standards for all production walls and develop- 
ment headings. 


Several records were achieved in the Corpora- 
tion during the year, including; the largest cargo 
shipped from Sydney harbour at 43,446 tonnes, 
and weekly production of 81,689 tonnes from 
Phalen colliery. 


Productivity continued to increase, particularly 
at Phalen Colliery, where roof bolting was 
introduced as the primary roof support for in- 
seam drivage. Implementation of the system 
took longer than expected, although advance 
rates improved over the second half of the year. 
Roof-bolting allows development advance to 
meet production rates, reduces material costs 
and provides a safer work environment. 


Material inventories were reduced by 25 %, or 
$ 3.8 million, in order to maintain them at more 
economical levels. 


Capital expenses were $ 19.3 million for the 
year. The major expenditures were two con- 
tinuous miners, a new shearer, and extension of 
the coal conveyance system at Phalen; a level 
development machine, electric shearer and 
underground transport cars for Prince; and a 
development roadheader for Lingan. 


The Victoria Junction Coal Preparation Plant 
processed 3,144,000 run-of-mine tonnes which 
yielded some 2,510,000 tonnes of coal for sale. 


The yield was 80 % compared to 78 % in 1991. 
The increased yield was due to improved run- 
of-mine coal and recovery of fines. The Trans- 
portation Department, with co-operation from 
Marketing, was able to increase the average 
tonnes shipped per vessel by using an adjacent 
pier to top-off vessels. 


Development of the centralized maintenance 
system was completed and all work sites have 
assumed responsibility for their own programs. 
Implementation of the system contributed to 
increased equipment availability and reduced 
expenditures. The system allows better utiliza- 
tion of our maintenance resources, in a more 
cost effective manner. 


COAL PRODUCTION 


All Collieries 


Thousands of Tonnes 


El Prince 
CORPORATE 


The management information system was 
upgraded during the year. The change is in- 
tended to reduce response time, improve the 
communications link between all Corporation 
sites and support an integrated decision-mak- 
ing and information system. 


The Corporation workforce decreased by 300 
employees in 1991/92 bringing the year end 
work force to 2554. The workforce reduction 
program was accomplished mainly by volun- 
tary early retirements, and a severance package 
with relocation and education allowances. The 


human resource strategy for the manpower 
reductions was devised by the joint union/ 
management committees. 


Negotiations commenced with the International 
Association of Machinists and Aerospace 
Workers (IAM) whose contract expired March 
31,1992. The three remaining collective agree- 
ments will expire on December 31,1992. 


The training department provided a variety of 
technical and supervisory courses during the 
year. A major focus was improving communi- 
cation and employee relations skills, with ap- 
proximately 200 employees participating in a 
program called Working with People. Over 
5,600 employee days were spent on training at 
a cost of $ 1,600,000. In addition, many em- 
ployees took training courses sponsored by 
outside organizations. 


Workers Compensation represents a major, and 
increasing, component of labour-related costs. 
The Corporation continued to monitor pro- 
posed changes to legislation which will have an 
impact on compensation benefits and costs. 


The Corporation devoted significant resources 
to environmental issues. The Environment 
Department is having an environmental audit 
completed to review present practices and for- 
mulate an overall management strategy for 
dealing with environmental issues. The audit 
examined all corporate operations and assessed 
compliance with current regulations, the costs 
to implement recommendations, and provided 
a strategic plan to help develop an overall 
environmental management program. The De- 
partment had a site location study and initial 
environmental impact assessment completed 
for a new coarse waste pile. 


The Mine Engineering Department, together 
with the collieries, made submissions to the 
Coal Mining Safety Commission, a tri-partite 
group which includes representatives from the 


United Mine Workers, the CBRT&GW, and 
the Corporation. The Commission’s responsi- 
bility is to give approval to mining equipment 


DISTRIBUTION OF SALES 


Thousands of Tonnes 


1988 1989 1990 1991 1992 


inspec Export [-_] Other 


methods and practices as provided for in the 
Coal Mines (CBDC) Safety Regulations. 


SALEABLE OUTPUT PER MANSHIFT 


Year 


1988 


Tonnes per Manshift 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements of the 
Cape Breton Development Corporation and all 
information in this report are the responsibility 
of management and have been approved by the 
Board of Directors. The financial statements 
include some amounts that are necessarily based 
on management’s best estimates and judge- 
ment. 


The financial statements have been prepared by 
management in accordance with generally 
accepted accounting principles. Financial in- 
formation presented elsewhere in the annual 
report is consistent with that contained in the 
financial statements. 


In discharging its responsibility for the integ- 
rity and fairness of the financial statements, 
management maintains financial and manage- 
ment control systems and practices designed to 
provide reasonable assurance that transactions 
are authorized, assets are safeguarded and proper 
records are maintained in accordance with the 
Financial Administration Act and regulations 


as well as the Cape Breton Development Cor- 


poration Act and by-laws of the Corporation. 
The system of internal controls is augmented by 
Internal Audit which conducts periodic reviews 
of different aspects of the Corporation’s opera- 
tions. In addition, the internal and external 
auditors have free access to the Audit Commit- 
tee of the Board, which oversees management’s 
responsibilities for maintaining adequate con- 
trol systems and the quality of financial report- 


ing. 


These financial statements have been inde- 
pendently examined by the Corporation’s audi- 
tor, the Auditor General of Canada, and his 
report is included herein. 


CORPORATE DIRECTORY 


BOARD OF DIRECTORS 


Chairman of the Board 
Michael J. Cochrane 
Toronto, Ontario 


Ernest A. Boutilier 
Coxheath, Nova Scotia 


Dr. J.C. Callaghan 
Halifax, Nova Scotia 
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Toronto, Ontario 


Mr. Larry Hood, C.A. 
Halifax, Nova Scotia 


OFFICERS OF THE CORPORATION 
Ernest A. Boutilier 
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Reginald McIntyre 
Vice-President Operations 


Merrill Buchanan 
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Ronald P. Nicholson 


Vice-President Environment 


Robert Cooper 
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Keith Crocker 
Legal Counsel & Corporate Secretary 


The Corporation’s Headquarters is in the 
General Mining Building, 95 Union Street, 


Glace Bay, Nova Scotia 


Mailing Address: 
P.O. Box 2500 


Sydney, Nova Scotia 
B1P 6K9 


Telefax: (902) 564-2589 


FIVE YEAR STATISTICAL SUMMARY 


For the year ended March 31 1988 1989 
Number of employees 3,435 3,301 
Financial 

(millions of dollars) 

Revenues Z210;5 199.6 
Expenditures ps Paes 229.3 
Mining Income (Losses) (U7) (29.7) 
Capital Expenditures 70.1 29.3 
Sales breakdown 

(000s tonnes) 

NSPC 2,045 eS 
Export 670 1,024 
Other Domestic 292 213 
Total sales 3,007 2,988 
Saleable production 

(000s tonnes) 

High Grade 919 781 
Thermal 2,385 2,188 
Total production 3,304 2,969 
Saleable output per manshift 

(tonnes) 12 8.0 


1990 


2,983 


238.4 
247.8 
(9.4) 
13.6 


2,306 
L315 
105 


a0 


670 
2,862 


sjoae 


8.8 


1991 1992 
23852 2,554 
216.3 254.6 
216.2 256.5 

0.1 (1.9) 

32.0 19.3 

2,012 2,067 
989 1,813 
176 113 

33231 3,993 
639 1,185 

bd bt Pa 3,052 

3,411 4,237 
o5 11.6 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


AUDITOR’S REPORT 


To the Minister of Industry, Science and Technology 


| have audited the balance sheet of Cape Breton Development Corporation as at March 31, 1992 and 
the statements of equity, operations and changes in financial position for the year then ended. These 
financial statements are the responsibility of the Corporation’s management. My responsibility is to express 
an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those standards require 
that | plan and perform an audit to obtain reasonable assurance whether the financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. 


in my opinion, these financial statements present fairly, in all material respects, the financial position of the 
Corporation as at March 31, 1992 and the results of its operations and the changes In its financial position 
for the year then ended in accordance with generally accepted accounting principles. As required by the 
Financial Administration Act, | report that, in my opinion, these principles have been applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that have come to my notice during my 
examination of the financial statements have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Cape Breton Development Corporation Act and the by- 
laws of the Corporation. 


Ottawa, Canada 
June 5, 1992 L. Denis Desautels, FCA 
Auditor General of Canada 


CAPE BRETON DEVELOPMENT CORPORATION 


BALANCE SHEET 
AS AT MARCH 31, 1992 
(in thousands of dollars) 


1992 1991 
ASSETS 
Current 
Cash $ 5,682 $ 2,021 
Accounts receivable (Note 3) 38,343 39,508 
Inventories 
Coal 31,265 27,020 
Operating materials and supplies 11,932 15,784 
Prepaid expenses 162 —_ 2,465 
87,384 86,798 
Capital assets (Note 4) 297,053 324,497 
Other asset 
Deferred pension costs (Note 5) 9,512 - 
$_393,949 $_411,295 
LIABILITIES 
Current 
Accounts payable - trade $ 14,073 $ 17,498 
Accrued wages and vacation pay 12,509 12,050 
Accrued charges 7,997 1,395 
Employees’ deductions 2,108 4,947 
Due to Government of Canada 
Working capital advances 30,000 31,000 
Other 2,383 1,894 
Current portion of long term provisions 6,982 : 
76,052 68,784 
Provision for costs associated with Lingan 
Colliery closure (Note 6) 51,815 - 
Provision for environmental projects (Note 8) 3,440 : 
131,307 68,784 
EQUITY 
Equity of Canada 262,642 2,511 
$_393,949 $_411,295 


Commitments (Note 7) 
Contingent liabilities and claims (Notes 8 and 9) 
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CAPE BRETON DEVELOPMENT CORPORATION 


STATEMENT OF EQUITY 
YEAR ENDED MARCH 31, 1992 
(In thousands of dollars) 


1992 
Balance, beginning of year $ 342,511 
Add (deduct) 
Loss for the year (110,869) 
Parliamentary appropriations in respect of 
capital and operating expenditures 31,000 
Balance, end of year $_262,642 


1991 


$ 429,146 


(118,545) 
31,910 


$_ 342,511 


—== = 


CAPE BRETON DEVELOPMENT CORPORATION 


STATEMENT OF OPERATIONS 
YEAR ENDED MARCH 31, 1992 
(In thousands of dollars) 


1992 1991 
Revenue $_ 254,625 $_ 216,313 
Expenses 
Cost of product sold 186,593 162,904 
Selling and external freight 10,474 7,675 
General and administrative 17,351 16,031 
Amortization 46,725 66,042 
261,143 252,652 
Loss from current operations 6,518 36,339 
Pensions, early retirement and other costs 40,346 29,578 
Loss before below - noted 46,864 65,917 
Provision for costs associated with Lingan Colliery 
closure (Note 6) 59,005 . 
Provision for environmental projects 5,000 
Write-down of capital assets - 52,628 
Loss for the year 110,869 118,545 
Reconciliation to government funding basis: 
Amortization and write-down of capital assets not 
deductible in determining mining income (losses) 
for Parliamentary appropriation (46,725) (118,670) 
Provision for costs associated with Lingan Colliery 
closure to be funded in future years (57,237) 
Provision for environmental projects to be funded 
in future years 5,000 


Mining income (losses) for Parliamentary appropriation $__(1,907) $125 
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CAPE BRETON DEVELOPMENT CORPORATION 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED MARCH 31, 1992 
(in thousands of dollars) 


1992 1991 
Net inflow (outflow) of cash related to 
the following activities: 
Operating 
Loss for the year $ (110,869) $ (118,545) 
Amortization 46,725 118,670 
Provision for costs associated with Lingan Colliery 
closure net of current portion 51,815 - 
Provision for environmental projects net of 
current portion 3,440 = 
Change in non-cash operating 
working capital items (Note 10) 11,344 (25,518) 
2,455 (25,393) 
Financing 
Payments by (to) Canada 
In respect of capital and operating expenditures 31,000 31,910 
Increase (decrease) in repayable working 
Capital advances (1,000) 23,963 
30,000 55,873 
Investing 
Purchase of capital assets (19,420) (32,307) 
Proceeds from sale of capital assets 138 255 
Deferred pension costs (9,512) : 
(28,794) (32,052) 
Net inflow (outflow) of cash 3,661 (1,572) 
Cash, beginning of year 2,021 3,593 
Cash, end of year $ 5,682 $ 2,021 


> 


CAPE BRETON DEVELOPMENT CORPORATION 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1992 


us AUTHORITY AND OBJECTIVES 


The Corporation was established in 1967 for the purpose of reorganizing and rehabilitating the coal 
industry on Cape Breton Island, pursuant to the Cape Breton Development Corporation Act. Its 
Current corporate goal is to be a dependable supplier of quality coal and related energy products 
by operating a safe, commercially viable corporation which will provide a positive working 
environment through efficient and effective utilization of human, physical and technical resources. 


In the February 1992 federal budget, the Minister of Finance announced that a study would be 
carried out to determine the feasibility of privatization of the Cape Breton Development Corporation. 


a ACCOUNTING POLICIES 

a) Financing 
The Corporation, an agent of Her Majesty, is listed as a Schedule III, Part |, corporation for 
purposes of the Financial Administration Act. The Corporation receives Parliamentary 
appropriations for capital and operating expenditures. In addition, advances from the 
Government of Canada are provided for working capital purposes to a limit of $50 million on 
such terms as may be agreed upon, as provided for in the Cape Breton Development 
Corporation Act. Parliamentary appropriations are reflected in the Statement of Equity. 

b) Inventories 
Inventories are valued at the lower of cost and net realizable value. 


c) Capital Assets 


Capital assets are stated at cost. The Corporation has provided amortization on its capital 
assets based on their estimated useful lives, using the straight-line method of calculation, as 


follows: 
Lingan Colliery 2-30 years 
Prince Colliery 2-30 years 
Phalen Colliery 2-30 years 
Devco Railway 5-30 years 
Coal Preparation Plant 5-20 years 
Other assets 5-20 years 


d) Foreign Currency Translation 


Monetary assets and liabilities are translated at exchange rates in effect at the balance sheet 
date. Revenue and expenses are translated at the rate of exchange prevailing on the 
transaction date. The resulting foreign currency translation gains and losses are included in 
the results of operations. 


a eae 
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CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1992 


ACCOUNTING POLICIES - CONT’D 
e) Deferred Pension Costs 


Deferred pension costs will be amortized over the estimated average remaining service life 
of the employees. 


f) Workers’ Compensation 
In accordance with the Government Employees’ Compensation Act, the Corporation 
reimburses Labour Canada for current payments for workers’ compensation claims and 


pensions billed by the Workers’ Compensation Board of the Province of Nova Scotia. 


ACCOUNTS RECEIVABLE (In thousands of dollars) 


1992 1991 

Trade $ 24,291 $ 28,416 

Employees 152 282 
Government of Canada 

In respect of capital expenditures 14,000 10,910 

38,443 39,608 

Less: Allowance for doubtful accounts 100 100 

$ 38,343 $_ 39,508 


CAPITAL ASSETS (In thousands of dollars) 


Acquisition Accumulated Net Book Value 

; Cost Amortization 1992 1991 

Lingan Colliery $ 190,191 $ 176,110 $ 14,081 $ 18,255 

Prince Colliery 124,985 75,629 49,356 52,054 

Phalen Colliery 224,613 92,025 132,588 144,360 
Donkin-Morien 

‘Development Project 80,679 80,679 - - 

Coal Preparation Plant 101,771 55,700 46,071 50,739 

Devco Railway 81,096 39,708 41,388 44,160 

Other assets 43,940 30,371 13,569 14,929 

$_847,275 $_ 550,222 $_297,053 $_324,497 


The capital asset value of Lingan Colliery has been determined based on the discontinuance of 
operations by March 31, 1993. 


PENSIONS 
The Corporation contributes to defined benefit pension plans on behalf of employees of the 


Corporation. The current service cost of pensions is included in the cost of product sold. All other 
pension costs are included in pensions, early retirement and other costs. 


CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1992 


PENSIONS - CONT’D 


An actuarial valuation of the Corporation's Non-Contributory Pension Plan as at March 31, 1992 
indicated an unfunded liability of $100,244,200 (assets of $130,373,600 and liabilities of 
$230,617,800). The Corporation has made provision in its annual operating plan for past and current 
service contributions in amounts at least equal to the anticipated pension payments under this plan. 
On this basis, the unfunded liability will be funded over a period of nine years or less. The 
Corporation contributed $29,506,000 and expensed $19,873,200, relative to this plan for the year 
ended March 31, 1992 with the difference appearing on the balance sheet as deferred pension costs. 


An actuarial valuation of the Corporation’s Contributory Pension Plan as at March 31, 1992 indicated 
a surplus of $5,084,000 (assets of $30,742,500 and liabilities of $25,658,500). Required Corporation 
payments in respect of current service costs are funded each year and amounted approximately to 
the $983,400 expensed relative to this plan for the year ended March 31, 1992. 


PROVISION FOR COSTS ASSOCIATED WITH LINGAN COLLIERY CLOSURE 


During the year, management approved a plan based on the discontinuance of Lingan Colliery 
production by March 31, 1993. The plan included a human resources strategy for employees 
affected by this closure. 


Provision has been made for the future cost of this strategy which includes an early retirement 
incentive, supplementary unemployment benefits for laid-off workers and voluntary severance 
allowances. 


Provision has also been made for the cost of dismantling and removal of certain capital assets from 
the Lingan site. 


COMMITMENTS 

a) The Corporation has commitments on capital projects of approximately $1.7 million. 

b) The Corporation leases the General Mining Building which houses its administrative offices. 
The lease is for a 20 year period which commenced June, 1984. The annual lease payments 
fluctuate with changes in the lessor’s mortgage interest rates. Current lease payments are 
$1,370,000 per annum at an interest rate of 11.75%. 

CONTINGENT LIABILITIES AND CLAIMS 

a) Legal Matters 


The Corporation is subject to a claim and several actions totalling approximately $3,300,000. 
The Corporation intends to oppose these matters in their entirety. 
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CAPE BRETON DEVELOPMENT CORPORATION 
NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1992 


CONTINGENT LIABILITIES AND CLAIMS - CONT’D 
b) Insurance 


The Corporation self insures against the potential loss of underground assets and for a portion 
of its liability insurance. 


Cc) Environmental Considerations : 


The Corporation is subject to regulations that may require it to incur future costs related to 
environmental issues. In this respect, the Corporation is in the process of developing an 
environmental management plan. 


Over the next five years, the Corporation plans to spend approximately $18 million on 
environmental activities including the cost of capital assets and project costs. Environmental 
project costs are charged to operations as incurred or when reasonable estimates can be 
made. 


INCOME TAXES 

The Corporation is subject to the provisions of the Income Tax Act. 

During 1990 the Corporation was reassessed by Revenue Canada, Taxation for the years 1983 - 
1989. The reassessment treats funding provided by the Government of Canada as government 
assistance for operating and capital purposes. It is the Corporation’s intention to oppose this 


position to the fullest. The outcome of this mater is not determinable at this time and therefore no 
adjustment has been reflected in these financial statements. 


CHANGES IN NON-CASH OPERATING WORKING CAPITAL ITEMS (in thousands of dollars) 


1992 1991 
Accounts receivable $ 1,165 $ (15,070) 
Inventories 
Coal (4,245) (6,721) 
Operating materials and supplies 3,852 13 
Prepaid expenses 2,303 (2,388) 
Accounts payable - trade (3,425) 4,762 
Accrued wages and vacation pay 460 (818) 
Accrued charges 6,602 (1,992) 
Employees’ deductions (2,839) (1,448) 
Due to Government of Canada - other 489 (1,856) 
Current portion of provisions __6,982 = 
$_ 11,344 $_(25,518) 


11. 


12. 


13. 


CAPE BRETON DEVELOPMENT CORPORATION 


NOTES TO THE FINANCIAL STATEMENTS 
YEAR ENDED MARCH 31, 1992 


LONG TERM AGREEMENT 


The Corporation has signed an agreement with the Nova Scotia Power Corporation which calls for 
the delivery of a substantial portion of the Corporation’s coal production to the Nova Scotia Power 
Corporation. The agreement expires in the year 2010. 


RELATED PARTY TRANSACTIONS 
In addition to those related party transactions disclosed elsewhere in these financial statements, the 
Corporation is related in terms of common ownership to all Government of Canada created 


departments, agencies and Crown Corporations. The Corporation enters into transactions with these 
entities in the normal course of business. 


COMPARATIVE FIGURES 


Certain of the 1991 comparative figures have been reclassified to conform to the financial statement 
presentation adopted for the current year. 
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The Corporation's headquarters are in the General 
Mining Building, 95 Union Street, Glace Bay, Nova 
Scotia. 


Mailing Address: 
P.O. Box 2500 
Sydney, Nova Scotia 


&) Printed on recycled paper B1P 6K9 
Telephone: 902-842-2848 


The Cape Breton Development Corporation was formed 
by an Act of Parliament in 1967 and is wholly owned by 
the Government of Canada. Located in Cape Breton 
Island, Nova Scotia, this Crown Corporation is the 
largest coal producer in Eastern Canada. With 
approximately 2300 employees, it also is one of the 
largest industrial employers in Atlantic Canada. The 
Corporation operates two collieries and fully integrated 
Support facilities for the preparation and distribution of 
coal. Sales are made to Canadian and international 
markets. Assets at March 31, 1993 totalled $357 
million. Coal sales for 1992/93 were 4.058 million 
tonnes, yielding revenues of $266 million. 


The Cape Breton Development Corporation is in 
business to be a dependable supplier of quality coal 
and related energy products by operating a safe, 
commercially viable corporation which will provide a 
positive working environment through efficient and 
effective utilization of human, physical and technical 
resources. Supreme will be our regard for the 
protection of the physical environment, the interest of 
the shareholder, the employees, the community, and the 
long term economic good of Cape Breton. 


| 
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CAPE BRETON _SOCIETE DE 

DEVELOPMENT DEVELOPPEMENT 

CORPORATION DU CAP-BRETON 
1993-06-28 


Honourable Jean J. Charest, P.C., M.-P. 
Deputy Prime Minister and 

Minister of Industry and Science 

235 Queen Street - 11th Floor East 
Ottawa, Ontario 

K1A OH5 


Dear Mr. Minister: 


On behalf of the Board of Directors, | am pleased 
to present the Cape Breton Development Corpora- 
tion's Annual Report for the fiscal year ended 
March 31, 1993. 


For the fourth consecutive year, the corporation 
has operated within government funding levels as 
it strives to achieve self-sufficiency by 1995. This 
has been made possible by the sincere efforts of 
both management and employees. 


This Annual Report is submitted in accordance 
with the provisions of the Financial Administra- 
tion Act and the Cape Breton Development 
Corporation Act. The Report includes the annual 
financial statements, together with the Auditor’s 
Report. 


Sincerely, 


Michael H. Cochrane 
CHAIRMAN OF THE BOARD 
CAPE BRETON DEVELOPMENT CORPORATION 


* 


For the fourth consecutive year, the Corporation * Lingan Colliery closed due to water problems. 

operated within the approved government funding 

level. * Donkin Mine tunnels allowed to fill with water to 
preserve the mine for the future. 


* 


Record coal sales of over 4.0 million tonnes. 


* 


Employee/pensioner coal sales met from Prince 
Sale of Prince Colliery coal into International output. 
markets. 


* 


* 


Capital spending of $32.4M. Work began on new 
Profit from current operations of $8.7M $15M Shiploading Facility. 
represents a $15.2M improvement over prior year. 


* 


MINING INCOME (LOSSES) SALES REVENUE SALES VOLUME 


MILLIONS OF $ MILLIONS OF $ MILLIONS OF TONNES 


89 90 91 92 93 
SALEABLE OUTPUT PER 
CAPITAL EXPENDITURES SALEABLE PRODUCTION MANSHIFT 


MILLIONS OF $ MILLIONS OF TONNES TONNES 
35 
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1992/93 was a year in which world demand for traded coal moved upward in the steam coal sector, 
though it remained stagnant for metallurgical coal. Despite this upward movement, coal prices slipped 
downward to the point where at year end, significant mine closures were occurring throughout the 
world. 


This past year was one of the most difficult and trying in the Corporation's history, yet significant 
progress was made towards achieving our current and long-term objectives. The premature closure, 
by five months, of Lingan Colliery affected every area of our organization and resulted in layoffs and 
Significant transfers of employees. Despite this set-back we were able to achieve our financial forecast 
and operate within the approved government funding level. 


Our major customer, Nova Scotia Power (N.S.P.), became a private corporation last year. Our long-term 

Supply contract remains in effect, with both parties working closely together. We continued our efforts 

to diversify and better understand the requirements of our customers. Sales continued at record levels 
despite lower than forecast production. Thus, the beginning inventories for the 1993/94 fiscal year are | 
below minimum requirements and must be replenished during the year. 


Safety and absenteeism, while improved over the previous year, remain high, and must be reduced to 
attain self-sufficiency. Disappointing was the withdrawal of the United Mine Workers of America, from 
our much needed Joint Unions/Management Process. However, the process is continuing with the 
other unions and | am hopeful the U.M.W. of A. will return in the near future. 


We continued to lower our cost structure in most areas of our operation. For environmental reasons, 
as well as cost considerations, coal purchased from Pioneer Coal Limited for employee and pensioner 
consumption was replaced with Prince Colliery production. Efficiencies and improvements to date 
enabled us to supply N.S.P. with an additional 300,000 tonnes, at a price substantially lower than 
contract. To better preserve the Donkin Mine tunnels, they were allowed to fill with water. 


Capital spending of $32.4 million for needed replacements and upgrading will greatly assist the 
Corporation in fulfilling its mandate. Work began on our new shipping pier. When completed in 
September of 1993, shipping costs will be significantly reduced. 


During the year a review was undertaken to determine if the Corporation was a candidate for 
privatization. This matter is still under consideration. 


We are getting closer to April 1, 1995, the beginning date of self-sufficiency. It is also the start of the 
next five year pricing term with Nova Scotia Power; therefore, during the next two years we must 
continue our efforts to lower costs, and improve our standards of quality and service, to assure a long 
term future for our industry in Cape Breton. 


| would like to extend my appreciation to all Employees, Members of the Board, the Minister, and 
Government Officials, for their support and guidance throughout the year. 


i eee 


E. A. Boutilier, C.A. 


PRESIDENT & C.E.0. | 
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Environmental responsibility continues to be one of the 
Corporation's high priorities. It is expected that over 
the next few years, approximately $40M will be 
expended to address environmental issues. 


Strong emphasis is placed on reclaiming abandoned 
corporate sites. Current projects include the old 
Princess Mine Site in Sydney Mines and the Summit 
Site in New Waterford. 


The Corporation works closely with environmental agen- 
cies, wildlife protection groups, citizen committees, and 
holds public meetings when necessary. 


The first ever environmental audit was conducted, 
resulting in recommendations for mitigation and 
monitoring. Remediation programs were developed 
with each operating site, and over one third of the 


Further workforce reductions occurred during the year 
through voluntary early retirements, a severance 
package with relocation and education allowance, and 
normal attrition. These programs, combined with a 
temporary requirement for increased manpower at 
Phalen Colliery, reduced the impact of layoffs 
attributable to the closure of Lingan Colliery. 


The Joint Unions/Management process continues 
despite the withdrawal of the largest participating 
union. 


Accident and absentee rates remain a concern, 
although there was slight improvement during the year. 
Efforts continue to obtain significant reductions in 
these areas. A strong emphasis is placed on accident 
investigation and analysis. The Safety and Health 
Committees at each site continue to play a major role in 
this regard. Monthly safety topics and wellness 


identified items have been corrected. It is expected that 
this program will be completed within the next two years. 


Major environmental projects include: closure of the 
V.J. Tailings Basin; discharge water treatment facilities 
at Prince Colliery, Phalen Colliery and at the 1B/26 
site; preparation for a new VJ. coarse waste pile; and 
decommissioning of the Lingan Colliery site. 


Research and Development continues in an effort to 
enhance our product. Significant efforts were devoted 
to the characterization of the coking properties of 
Phalen coal, which is now the only source of 
metallurgical product. In addition, a Task Force was 
formed to investigate the Coal Preparation Plant 
operations, with a view to determining what would be 
required to maximize production of metallurgical coal. 


programs highlight safe work practices and health 
themes. 


An Employee Assistance Program is available to all 
employees, on a voluntary basis. Members of E.A.P. 
Committees include both management and union 
personnel. 


Strong emphasis continues on employee training. A 
variety of conventional skills development programs 
were presented. These involved in excess of 4,300 
employee-days. 


Approximately 200 employees and spouses took 
advantage of the General Educational Development 
Program offered by the Corporation. Employees con- 
tinue to take advantage of the part-time educational 
assistance program designed for those who 
wish to continue their education. 
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In recognition of the importance of education and 
development of Cape Breton’s young people, the 
Corporation provided thirty bursaries to graduating 
high school students, and six scholarships to children 
of employees who had died as a result of work- related 
incidents. The Corporation actively participates in 
Work Experience Programs at the high school level, 
and is represented on the Board of Governors of the 
University College of Cape Breton. 


The Corporation recognizes the need to communicate 
openly with its employees. 


A Joint Unions/Management Communications Task 
Group continues to function together with Site Sub- 
Committees. The Task Group continues to assess and 
monitor communications through the Corporate Affairs 
Department. 


A monthly newsletter is distributed to all employees 
and contains performance highlights of all 
departments. This publication has been well received. 
For information requiring immediate release, a Bulletin 
is distributed to all departments. 


Recreation activities for employees include an annual 
golf tournament and baseball tournament. Winter 
events include ice skating and employee/family ski 
nights. As well, the 2nd annual Christmas dinner and 
dance was held. The Corporation continues its practice 
of honouring long service retirees with an annual 
dinner and presentation. 


Information sessions led by Senior Management are 
held with employees at the worksites on a regular 
basis. Generally these sessions address major 
corporate and performance issues, and are chaired by 
the President. This venue allows personal contact and 
discussion between Senior Officials and employees. 
As well, Department Heads hold quarterly sessions. 


A corporate information telephone line has also been 
established for employees. The line contains 
information on topics such as production and job 
postings, and has proven to be an effective means of 
communicating with employees. 


The Corporation places strong emphasis on its social 
obligations to the various communities of Cape Breton. 


During the year, the Corporation’s activities contributed 
more than $200M into the Cape Breton economy. This 
included over $110M in wages and related benefits: 
$45M in pensions; $4M in grants-in-lieu of taxes, as 
well aS approximately $40M in goods and services 
involving Cape Breton suppliers. 


Throughout the year, meetings were held with the 
various municipal councils in order to communicate 
changes within the industry. This has been a 
worthwhile process for all parties concerned. 


Our employees actively participate in fund raising 
community events. Some of these activities include the 
United Way Campaign, the Regional Hospital 24 Hour 
Relay, and Bowl for Millions. 


Although funding for special projects is limited, the 


Sales for 1992/93 reached a record 4.058 million 
tonnes, which included 2.1 million to Nova Scotia 
Power and 1.9 million to export customers. 


New opportunities were opened for Prince Colliery coal 
in Denmark, Portugal, and the Dominican Republic, 
resulting in sales of 300,000 tonnes. During the year, 
Prince also became the sole producer for domestic fuel 
requirements, replacing an outside supply contract. 


Marketing efforts were particularly effective given 
production shortfalls occurring from the premature 
closure of Lingan Colliery and unforseen production 
difficulties at Phalen Colliery. 


World coal market prices continue to be depressed; 
however, some offset was provided by the lower value 
of the Canadian vs. U.S. dollar. 


Corporation provides continued support to 
Organizations such as the Men of the Deeps, Junior 
Achievement, and the New Waterford Coal Bowl, which 
is an annual high school sporting event. 


In situations where funding is not possible, technical 
Support is made available to the extent practical. An 
example would be the recent Enhancement Project for 
the local Miners Museum. 


Also, of particular note, was the Corporation’s 
participation in the Westray mine rescue, following an 
explosion at that Mine in May, 1992. In this instance, 
Support was provided by our mine rescue teams, 
management personnel, and technical support 
Staff. 


The Corporation and its employees made a substantial 
donation to the Westray Disaster Fund, in memory of 
fellow miners. 


Coal production from all sources in 1992/93 reached 
3.5 million saleable tonnes, down 19% from the 
previous year. Phalen Colliery contributed 1.5 million 
tonnes; Prince Colliery 1.4 million tonnes; and Lingan 
Colliery 0.4 million tonnes. Prince Colliery exceeded its 
target, while both Phalen and Lingan fell short. 


Despite the overall corporate shortfall in production, 
saleable coal inventories on hand at the beginning of 
the year permitted the achievement of record coal sales 
for the year. 


Lingan Colliery was forced to cease operations 
prematurely in November, 1992, due to severe flooding. 
The colliery was originally intended to close in March, 
1993. Due to environmental concerns associated with 
the discharge water, a decision was made to cease 
pumping and allow the mine to fill with water. 


The water situation at Lingan Colliery also severely 
impacted on Phalen Colliery. Production and 
development were halted for several weeks while the 
condition at Lingan was brought under control. This, 
coupled with mechanical and geological problems on 5 
East Wall, reduced production at Phalen. 


The pillarless retreat method of mining on 1 Centre 
Wall, Phalen Colliery, was unsuccessful and 
conventional retreat mining was resumed and is 
working effectively. 


Development results at Phalen were disappointing. 
Concerns associated with the roof bolting process led 
the Corporation to engage the services of a rock bolting 
Specialist to complete a detailed assessment and to 
recommend improvements. Recommendations of the 
study are now being implemented. 


Prince Colliery remained a consistent producer, 
exceeding production targets and reaching 90% of its 
development budget. 


Year Ended March 31: 1989 
Financial (million $) 
Revenues $199.6 
Mining Income (Loss) (29.7) 
Capital Expenditures $29.3 
Sales (000's tonnes) 
Nova Scotia Power ‘fod 
Export 1,024 
Other Domestic 213 
Total 2,988 
Saleable Production 
Tonnes (000’s) 2,969 
Output Per Manshift (tonnes) 8.0 
Employees 3,301 


Driveage of an exploratory tunnel began in the Fall of 
1992, and is expected to help determine east side coal 
reserves at Prince Colliery. 


Surface Operation facilities such as the Coal 
Preparation Plant, Central Shops, and Transportation 
were also affected by the closure of Lingan Colliery. 
Lack of raw coal inventory resulted in some support 
operations being shutdown on various occasions. 


Material inventories were reduced by 12% or $1.4 
million compared to the previous year. This represents 
a continuing trend of recent years in an effort to be 
more efficient and effective in materials handling. 


Capital expenditures were $32.4 million, which is an 
increase of 67% over the previous year. Major 
expenditures included: wallface equipment; cable belt 
extension at Phalen Colliery; and construction of a 500 
tonne bunker at Prince Colliery. Work commenced on 
the Pier Modernization project, valued at $15.0 million. 
This project is expected to be completed in 1993/94. 


1990 1991 1992 1993 
$238.4 $216.3 $253.9 $266.0 
(9.4) 0.1 (1.9) 5.9 
$13.6 $320 $19.3 $32.4 
2,306 2 Nie et 06 2,104 
1,315 989 1,813 1,852 
105 176 113 102 
726 3.237 3,993 4.058 
3.532 3.411 4,237 3.450 
8.8 95 11.6 114 
2,983 2852 2,554 2.335 


The accompanying financial statements of the Cape Breton Development Corporation and all 
information in this report are the responsibility of management, and have been approved by the Board 
of Directors. The financial statements include some amounts that are necessarily based on 
management's best estimates and judgement. 


The financial statements have been prepared by management in accordance with generally accepted 
accounting principles. Financial information presented elsewhere in the annual report is consistent 
with that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of the financial statements, management 
maintains financial and management control systems and practices designed to provide reasonable 
assurance that transactions are authorized, assets are safeguarded, and proper records are maintained 
in accordance with the Financial Administration Act and regulations as well as the Cape Breton 
Development Corporation Act and by-laws of the Corporation. The system of internal controls is 
augmented by Internal Audit which conducts periodic reviews of different aspects of the Corporation's 
operations. In addition, the internal and external auditors have free access to the Audit Committee of 
the Board, which oversees management's responsibilities for maintaining adequate control systems, 
and the quality of financial reporting. 


These financial statements have been independently examined by the Corporation's auditor, the Auditor 
General of Canada, and his report is included herein. 


ES ns 2 ne 


E.A. Boutilier, C.A. M.D. Buchanan, C.A. 
PRESIDENT & C.E.0. VICE-PRESIDENT, FINANCE 


a 


>) 
a ee saline 

a i are rt 
Saale Reyes ques poe 


a 7 a 


Sr aa? « vente een 
nes eee > ®ve OHSS) 
D : 7 F — 


MARCH 31, 1993 


OFFICE OF THE AUDITOR GENERAL BUREAU DU VERIFICATEUR GENERAL 


To the Minister of Industry, Science and Technology 


| have audited the balance sheet of Cape Breton Development Corporation as at March 31, 
1993 and the statements of equity, operations and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Corporation's management. My 
responsibility is to express an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that | plan and perform an audit to obtain reasonable assurance whether the financial 
Statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial 
position of the Corporation as at March 31, 1993 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that have come to my notice during my 
audit of the financial statements have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Cape Breton Development Corporation Act and 
the by-laws of the Corporation. 


Ottawa, Canada SS z oe , 


May 26, 1993 L. Denis Desautels, FCA 
Auditor General of Canada 


AS AT MARCH 31, 1993 
(in thousands of dollars) 


ASSETS 
Current 

Cash 
Accounts receivable (Note 3) 
Inventories 

Coal 

Operating materials and supplies 
Prepaid expenses 


Capital assets (Note 4) 


Other asset 
Deferred pension costs (Note 5) 


LIABILITIES 
Current 

Accounts payable 
Accrued wages and vacation pay 
Accrued charges 
Employees’ deductions 
Due to Government of Canada 

Working capital advances 

Other 
Current portion of long term provisions (Note 6) 


Provision for Lingan Colliery closure (Note 7) 
Provision for environmental projects (Note 9) 


EQUITY 
Equity of Canada 
Commitments (Note 8) 
Contingent liabilities and claims (Notes 9 and 10) 
Approved by the Board 


WZ 


Director 


1993 


$ 1,910 
39,051 


11,337 
10,528 

305 
63,131 


279,591 


55,173 
45,615 
9,440 


106,228 


irector 


1992 


§ 993,949 


YEAR ENDED MARCH 31, 1993 
(In thousands of dollars) 


Balance, beginning of year 


Add (deduct) 
Loss for the year 
Parliamentary appropriations in respect of 
capital and operating expenditures 


Balance, end of year 


1993 
$ 262,642 


(43,047) 
31,000 
$ 250,595 


1992 


$ 342,511° 


(110,869) 


YEAR ENDED MARCH 31, 1993 
(In thousands of dollars) 


Revenue 

Expenses 
Cost of product sold 
External freight 


General and administrative 
Amortization 


Profit (loss) from current operations 

Deduct: 
Pensions, early retirement and other costs 
Provision for Lingan Colliery closure (Note 7) 
Provision for environmental projects 
Write-down of capital assets 

Loss for the year 

Reconciliation to government funding basis: 
Amortization and write-down of capital assets not 
deductible in determining mining income (losses) 
for Parliamentary appropriation 
Lingan Colliery closure 


Environmental projects 


Mining income (losses) for Parliamentary appropriation 


184,533 
11,601 
14,742 
46.400 

257,276 


8,719 


33,671 
8,995 
5,640 

__ 3,460 
(43,047) 


YEAR ENDED MARCH 31, 1993 
(in thousands of dollars) 


Net inflow (outflow) of cash related to 
the following activities: 


Operating 
Loss for the year 
Amortization and write-down of capital assets 
Provision for Lingan Colliery closure net 
of current portion 
Provision for environmental projects net of 
current portion 
Change in non-cash operating 
working capital items (Note 11) 


Financing 
Payments by (to) Canada 
In respect of capital and operating expenditures 
Decrease in repayable working 
capital advances 


Investing 
Purchase of capital assets 
Proceeds from sale of capital assets 
Deferred pension costs 


Net inflow (outflow) of cash 
Cash, beginning of year 


Cash, end of year 


1993 


$ (43,047) 
49,860 


(6,200) 
2,000 
_29,602 
32,215 


31,000 


(30,000) 
1,000 


(32,493) 
(4.589) 
_ (36,987) 

(3,772) 

_ 5,682 

$_1,910 


1992 


$ (110,869) 
46,725 


51,815 
3,440 


YEAR ENDED MARCH 31. 1993 


1. AUTHORITY AND OBJECTIVES 


The Corporation was established in 1967 for the purpose of reorganizing and rehabilitating the coal 
industry on Cape Breton Island, pursuant to the Cape Breton Development Corporation Act. Its current 
corporate goal is to be a dependable supplier of quality coal and related energy products by operating a 
safe, commercially viable corporation which will provide a positive working environment through 
efficient and effective utilization of human, physical and technical resources. 


In the February 1992 federal budget, the Minister of Finance announced that a study would be carried 
out to determine the feasibility of privatization of the Cape Breton Development Corporation. The 
feasibility of privatization remained under consideration at year end, March 31, 1993. 


2. ACCOUNTING POLICIES 


a) 


b) 


c) 


Financing 


The Corporation, an agent of Her Majesty, is listed as a Schedule Ill, Part |, corporation for 
purposes of the Financial Administration Act. The Corporation receives Parliamentary 
appropriations for capital and operating expenditures. Parliamentary appropriations are reflected 
in the Statement of Equity. In addition, advances from the Government of Canada are provided 
for working capital purposes to a limit of $50 million on such terms as may be agreed upon, as 
provided for in the Cape Breton Development Corporation Act. 


Inventories 
Inventories are valued at the lower of cost and net realizable value. 
Capital Assets 


Capital assets are stated at cost. The Corporation has provided amortization on its capital 
assets based on their estimated useful lives, using the straight-line method of calculation, as 
follows: 


Lingan Colliery 2-3 
Prince Colliery 2-3 
Phalen Colliery 2-30 years 
Devco Railway D730 
Coal Preparation Plant 5-2 
Other assets 5-2 


ACCOUNTING 
d) 


e) 


POLICIES - continued 


Foreign Currency Translation 


Monetary assets and liabilities are translated at exchange rates in effect at the balance sheet 
date. Revenue and expenses are translated at the rate of exchange prevailing on the transaction 
date. The resulting foreign currency translation gains and losses are included in the results of 
operations. 


Deferred Pension Costs 


Deferred pension costs will be amortized over the estimated average remaining service life of 
the employees. 


Workers' Compensation 
In accordance with the Government Employees’ Compensation Act, the Corporation reimburses 


Labour Canada for current payments for workers' compensation claims and pensions billed by the 
Workers’ Compensation Board of the Province of Nova Scotia. 


3. ACCOUNTS RECEIVABLE (in thousands of dollars) 


199 1992 
Trade $ 27,920 $ 24,291 
Employees 231 152 
Government of Canada 
In respect of capital expenditures 11,000 14,000 
39,151 38,443 
Less: Allowance for doubtful accounts 100 100 
$ 39,051 $ 38,343 
4. CAPITAL ASSETS (In thousands of dollars) 
Acquisition Accumulated Net Book Value 
Cost Amortization 1993 1992 

Lingan Colliery $ 179,199 $ 179,199 $ - $ 14,081 
Prince Colliery 139,/211 85,454 50,267 49 356 
Phalen Colliery 245,580 109,327 136,253 132,588 
Donkin-Morien 
Development Project 80,679 80,679 : = 
Coal Preparation Plant 102,375 66,659 35,716 46,071 
Devco Railway 86,399 42,689 43,710 41 388 
Other assets 49,720 36,075 13,645 13,569 

$ 879,673 $ 600,082 $ 279,591 $ 297,053 


PENSIONS 


The Corporation contributes to defined benefit pension plans on behalf of employees of the Corporation. 
The current service cost of pensions is included in the cost of product sold. All one pension costs are 
included in pensions, early retirement and other costs 


An actuarial valuation of the Corporation's Non-Contributory Pension Plan as at March 31, 1993 
indicated an unfunded liability of $90,337,000 (assets of $146,570,000 and liabilities of $236,907,000). 
The Corporation has made provision in its annual operating plan for past and current service 
contributions in amounts at least equal to the anticipated pension payments under this plan. On this 
basis, the unfunded liability will be funded over a period of eight years or less. The Corporation 
contributed $22,798,000 (1992 - $29,506,000) and expensed $18,209,000 (1992 - $17,873,200), relative 
to this plan for the year ended March 31, 1993 with the difference appearing on the balance sheet as an 
addition to deferred pension costs. 


An actuarial valuation of the Corporation's Contributory Pension Plan as at March 31, 1993 indicated a 
Surplus of $5,429,000 (assets of $34,754,000 and liabilities of $29,325,000). Required Corporation 
payments in respect of current service costs are funded each year and amounted approximately to the 
$799,740 (1992 - $983,400) expensed relative to this plan for the year ended March 31, 1993. 


CURRENT PORTION OF LONG TERM PROVISIONS (in thousands of dollars) 


1993 1992 

Lingan Colliery closure $ 8,707 $ 5,422 
Environmental projects 1,560 1,560 
$ 10,267 $ 6,982 


PROVISION FOR LINGAN COLLIERY CLOSURE 


During 1991, management approved a plan based on the intended discontinuance of Lingan Colliery 
production by March 31, 1993. Production at Lingan Colliery ceased permanently in November, 1992 as 
a result of an inrush of water from adjacent flooded workings. The plan included a human resources 
Strategy for employees affected by this closure. 


Provisions have been made in 1992 and 1993 for the estimated future cost of this strategy which 


includes an early retirement incentive, supplementary unemployment benefits for laid-off workers and 
voluntary severance allowances. 


Provisions have also been made for the cost of dismantling and removal of certain capital assets from 
the Lingan site, as well as certain operating obligations necessary to finalize its closure. 


COMMITMENTS 


a) The Corporation has commitments on capital projects of approximately $9.3 million. 


COMMITMENTS - continued 


10. 


b) The Corporation leases the General Mining Building which houses its administrative offices. The 
lease is for a 20 year period which commenced June, 1984. The annual lease payments fluctuate 
with changes in the lessor's mortgage interest rates. Current lease payments are $1,225,000 per 
annum at an interest rate of 8.5%. 


CONTINGENT LIABILITIES AND CLAIMS 
a) Legal Matters 


The Corporation is subject to a claim and several actions totalling approximately $1,920,000. The 
Corporation intends to oppose these matters in their entirety. 


b) Insurance 


The Corporation self insures against the potential loss of underground assets and for a portion of 
its lability insurance. 


c) Environmental Considerations 


The Corporation is subject to regulations that may require it to incur future costs related to 
environmental issues. In this respect, the Corporation is in the process of developing an 
environmental management plan. 


Over the next five years, the Corporation plans to spend approximately $21 million on 
environmental activities including the cost of capital assets and project costs. Environmental 
project costs are charged to operations as incurred or when reasonable estimates can be made. 


INCOME TAXES 
The Corporation is subject to the provisions of the Income Tax Act. 


During 1990 the Corporation was reassessed by Revenue Canada Taxation for the years 1983 -1989. 
The reassessment treats funding provided by the Government of Canada as government assistance for 
operating and capital purposes. The Corporation opposes Revenue Canada's position that appropriations 
to the Corporation are taxable as income from a business or property. 


In 1990, the Government of Canada introduced a Large Corporations Tax. As a result of the above 
reassessments, the Corporation has not filed income tax returns since 1989 and depending upon the 
ultimate outcome of this matter, has taken the position it is not subject to the Large Corporations Tax. 
If the Corporation were to be subject to this tax, the liability to March 31, 1993 is estimated to be 
approximately $2.3 million plus any interest and penalties which may be assessed. 


The outcome of these matters are not determinable at this time and therefore no adjustments have 
been reflected in these financial statements. 


11. 


12. 


13. 


CHANGES IN NON-CASH OPERATING WORKING CAPITAL ITEMS (In thousands of dollars) 


Accounts receivable 
Inventories 

Coal 

Operating materials and supplies 
Prepaid expenses 
Accounts payable 
Accrued wages and vacation pay 
Accrued charges 
Employees deductions 
Due to Government of Canada - other 
Current portion of provisions 


LONG TERM AGREEMENT 


1993 
$ (708) 


19,928 
1,404 
(143) 
7,745 
(1,810) 
2,469 
(185) 
(2,383) 
3,285 


$ 29,602 


1992 
$ 1,165 
(4,245) 


3,852 
2,303 


The Corporation has signed an agreement with the Nova Scotia Power Inc. which calls for the delivery 
of a substantial portion of the Corporation's coal production to the Nova Scotia Power Inc. The 


agreement expires in the year 2010. 


RELATED PARTY TRANSACTIONS 


In addition to those related party transactions disclosed elsewhere in these financial statements, the 
Corporation is related in terms of common ownership to all Government of Canada created 
departments, agencies and Crown Corporations. The Corporation enters into transactions with these 


entities in the normal course of business. 
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CORPORATE PROFILE 


The Cape Breton Development Corporation was 
formed by an Act of Parliament in 1967 and is wholly 
owned by the Government of Canada. Located on 
Cape Breton Island, Nova Scotia, this Crown Cor- 
poration is the largest coal producer in Eastern 
Canada. With approximately 2280 employees, it also 
is one of the largest industrial employers in Atlantic 
Canada. The Corporation operates two collieries 
and fully integrated support facilities for the prepa- 
ration and distribution of coal. Sales are made to 
Canadian and international markets. Assets at 
March 31, 1994, totalled $380M. Coal sales for 1993/ 
94 were 3.16M tonnes, yielding revenues of $232M. 


_ CORPORATE MISSION 


The Cape Breton Development Corporation is in 
business to be a dependable supplier of quality coal 
and related energy products by operating a safe, 
commercially viable corporation which will provide 
a positive working environment through efficient and 
effective utilization of human, physical and techni- 
cal resources. Supreme will be our regard for the 
protection of the physical environment, the interest 
of the shareholder, the employees, the community, 
and the long-term economic good of Cape Breton. 


LETTER TO THE MINISTER 


SOCIETE DE 
DEVELOPPEMENT 
DU CAP-BRETON 


CAPE BRETON 
DEVELOPMENT 
CORPORATION 


& 


1994-05-26 


Honourable John Manley, P.C., M.P. 
Minister of Industry 

235 Queen Street 

Ottawa, Ontario 

K1A OH5 


Dear Mr. Minister: 


On behalf of the Board of Directors, | am 
pleased to enclose the Financial Statements 
and Auditor's Report for the Corporation for 
the fiscal year ended March 31, 1994. This 
annual report is submitted in accordance with 
the provisions of the Financial Administration 
Act and the Cape Breton Development Cor- 
poration Act. 


For the fifth consecutive year CBDC has op- 
erated within the government funding levels 
as it prepares to meet the challenge of self- 
sufficiency by the year 1995. The successful 
operation of our Phalen and Prince collieries 
and related coal enterprises is a tribute to the 
dedication and sincere efforts of all employ- 
ees of the Corporation. 


Respecttully, 


G.S. Khattar, Q.C. 
CHAIRMAN 
BOARD OF DIRECTORS 


YEAR AT A GLANCE 


($ in thousands) 1994 1993 
Revenue $231,800 $265,995 
Mining Income 10,671 5,898 
Capital Expenditures (Net) 38,500 32,398 
Parliamentary Appropriations 38,549 31,000 
Total Assets $379,926 $356,823 
Sales(000’s tonnes) 3,161 4,058 
Saleable Production (000’s tonnes) 3,244 3,450 
Output per Manshift (tonnes) 10.8 11.1 
Employees 2,279 2,339 


HIGHLIGHTS 


* For the fifth consecutive year, the Corporation operated within the approved government funding level. 
* Sales to Nova Scotia Power Inc. reached 2.2 million tonnes. 

* Mining income of $10.7M represents a $4.8M improvement over the previous year. 

* The capital expenditure program continued, at a level of $38.5M. 


* Anew shiploading facility was completed at $11.7M, approximately $3.3M under budget. This facility has 
the capacity to load Panamax-size vessels which will reduce shipping costs. 


* The introduction of a combined cutting/bolting development machine at Phalen Colliery places the colliery 
ina position to match development with production. 


* At acost of $5.0M, the coal belt conveyor at Phalen Colliery was extended 2.4km to a total length of 5km. 


* The Transportation Department established a corporate record for vessel loading of 31,865 tonnes per 
day. 


PRESIDENT’S MESSAGE 


1994-05-25 


The year ended March 31, 1994, was characterized by change and significant progress. Despite 
the heavy roof problems encountered on 6 East Wall, Phalen Colliery, and our high accident and 
absentee rates, it was the best year financially in the history of the Corporation. The mining 
income of $10.7M was $3.0M better than forecast, mainly due to lower costs. Coal prices contin- 
ued to fall, but the impact was somewhat offset by the declining value of the Canadian dollar. The 
capital budget was $36.5M. However, due to increased mining income we were able to spend 
$38.5M on essential assets and upgrading of facilities. These investments will greatly assist in 
achieving our goal of self-sufficiency by April 1, 1995, and the effective operation of two collieries 
thereafter. To ensure productive utilization, more than one thousand of our employees received 
skills related training. 


Due to lower production, export shipments were significantly below the levels of the previous two 
years. However, we maintained close contact with our established customers, and are confident 
we Can regain this market, as projected in our Corporate Plan. 


The year ending March 31, 1995, will be our final year of financial assistance from the Federal 
Government. The challenge is demanding, but achievable, providing we all work together. Dur- 
ing this year, we must negotiate the next five-year pricing term with our major customer, Nova 
Scotia Power Inc.; conclude agreements with our four unions; reduce absenteeism; and further 
lower our cost structure to ensure long term success. Exploratory work to determine the 
recoverability of the coal reserve on the east side of Prince Colliery will also be completed, provid- 
ing valuable information about the economic life of this colliery. Should the life be shorter than 
originally estimated, management has considered a Donkin operation as a possible replacement 
for Prince, and, given the length of time required to bring such an undertaking to completion, a 
detailed examination of the Donkin reserve block has been initiated. 


The accomplishments of the past year resulted from the strong efforts of our employees, many of 
whom were required to work in difficult and demanding situations. To all employees, a sincere 
thank you. 


Also, during the past year, a new Board of Directors was appointed. | look forward to working with 
the new members and, as well, | would like to express a debt of gratitude to the former members. 
| would also like to extend my appreciation to the Minister and Government officials, for their 
support and guidance throughout the year. 


_ A. Boutilier, F.C.A. 
PRESIDENT & C.E.O. 


One of the Corporation’s goals is to continue to hold 
the protection of the physical environment in the high- 
est regard. In keeping with this goal, we have estab- 
lished a corporate policy, which states that the ba- 
sic protection of the environment is an integral part 
of the business of mining, processing, transporting 
and using coal. 


The Corporation’s first environmental audit was con- 
ducted in 1992. Since implementation, 97% of the 
recommendations of the audit have been or are in 
the process of being completed. In addition, work 
has also begun to develop and implement a Corpo- 
rate Environmental Management System. 


The major environmental issue facing the Corpora- 
tion today is the treatment of water drainage from 
mines and other sites. Engineering is underway for 
treatment plants at Prince Colliery and the Victoria 
Junction Coal Preparation Plant. Work has started 
on a stand-by treatment plant for Phalen Colliery, 
and assessment of the need for treatment plants at 
the abandoned Lingan and 1B mines has begun. 


HUMAN RESOURCES 


Employees are our most valuable asset and their 
efforts enable us to provide a quality product to our 
customers. 


Anew computerized Human Resources System was 
implemented to better serve the need to effectively 
manage our workforce. 


At year end, all collective agreements with the four 
bargaining units which represent our employees re- 
mained open and were at various stages of nego- 
tiation. 


ENVIRONMENT & TECHNICAL SERVICES 


The Corporation is also conscious of its responsibil- 
ity to the community to reclaim abandoned work 
sites. Major reclamation work has been carried out 
on several sites, which includes demolition of struc- 
tures, grading and revegetation. 


Research and Development continues in the area 
of product enhancement. Efforts focused on improv- 
ing the fines circuit at the Coal Preparation Plant to 
maximize production of metallurgical coal, and im- 
prove the overall product sulphur levels. 


As part of our continuing commitment to environ- 
mental issues, the Corporation expended $2.4M in 
1993 and projects totalling more than $12M are 
planned for 1994. 


The Corporation maintains a close liaison with the 
environmental agencies and the public regarding 
environmental issues. 


The Joint Union/Management Process continued. 
Despite the absence of the largest union, there was 
active participation with the other unions during the 
year. On the recommendation of union members, 
the Joint Committee on Safety, Health and Environ- 
ment was reactivated. 


Accident rates indicate a rising trend compared to 
last year. We regret to report that we had one fatal- 
ity at our Phalen Colliery in the summer of 1993. 
Investigations and analysis continue in an effort to 
reduce accidents. Safety and Health Committees 


continue to play an integral part in this process. 
Other initiatives include: 


- Ongoing auditing of corporation facilities in 
conjunction with the Management Safety 
Audit Program; 

* New programs to improve Mine Examiner 


and Supervisor inspections; 


* Common core safety refresher program for 
experienced miners; and 


* Upgrade of evacuation preparedness. 


Safe work practices are promoted through monthly 
safety themes/talks, wellness topics and related 
training programs. 


Absentee rates have increased compared to last 
year. The Corporation has undertaken a number of 
new measures to combat this problem and reviewed 
them with various experienced external sources. We 
continue to work closely with employees in an at- 
tempt to reduce absenteeism. It is unfortunate that 


CORPORATE COMMUNICATIONS” 


The need to effectively communicate information to 
employees has steadily increased in importance, 
particularly as we enter the final year of the five year 
plan to self-sufficiency. A monthly newsletter, “Coal 
Picks”, continues to be the main medium of commu- 
nication. For information requiring immediate re- 
lease, a bulletin, “Mines & Matter Extra’, is issued. 


Senior Management and Site Managers continue to 
hold information sessions, usually on a quarterly 
basis. This forum gives employees the opportunity 
to ask questions and promote discussion on issues 
that are important to them. 


the absenteeism issue overshadows the excellent 
participation of many of our employees as indicated 
by the near 800 who had perfect or near perfect at- 
tendance over the past year. 


The Corporation recognizes training as an effective 
means to promote safe and efficient work practices. 
This year in excess of $1.0M was committed to train- 
ing programs for a variety of safety and conventional 
skills development. There were approximately 1250 
participants involved in more than 3600 employee 
days of training. A part-time educational assistance 
program is offered to employees who wish to con- 
tinue their education. The General Educational De- 
velopment Program continues to be well received 
by employees and their spouses. 


During the year, a Management Development and 
Succession Program was put in place. This pro- 
gram identifies employees who have potential for fur- 
ther managerial responsibility. 


The Corporation continues to provide bursaries to 
the children of employees and scholarships to sons 
and daughters of deceased workers. 


The Corporation maintains an information telephone 
line that has been well received by employees. The 
line is particularly important in that both working and 
non-working employees have access to this infor- 
mation. 


The Joint Union/Management Communications 
Committee continues to meet regularly. Financial and 
operating results, as well as business projections 
are regularly communicated to the Finance Com- 
mittee of the Joint Union/Management Process. 


There is also a need to ensure that the public is in- 


formed of significant events. This includes perform- 
ance-related topics as well as issues that may di- 
rectly affect communities in the industrial area. Infor- 
mation is usually dispersed through the appropriate 
media outlets and, where necessary, meetings are 


COMMUNITY RELATIONS 


The Corporation is committed to fulfilling its role as 
a responsible corporate citizen. 


During the year, the Corporation’s activities con- 
tributed more than $204M to the Cape Breton 
economy. This entailed $108M in wages and ben- 
efits; $47M in Pensions; $4M in grants in lieu of taxes; 
and approximately $45M in goods and services in- 
volving Cape Breton suppliers. 


The Corporation continues to support organizations 
such as Junior Achievement, New Waterford Coal 
Bowl, and the Men of the Deeps who this year acted 
as ambassadors to the “Light the Darkness” tour 
which is a major fund raiser for the Red Cross. While 
funding for projects such as these is limited, we do 
provide technical support wherever possible, as we 
did during the completion of the Miners Museum 
Enhancement Project. 


held with the municipal councils, provincial repre- 
sentatives, and Members of Parliament. This par- 
ticular process has enhanced our Corporate/Com- 
munity relationships. 


We continue to participate in Work Experience Pro- 
grams for local high school students and are pleased 
to be represented on the Board of Governors of the 
University College of Cape Breton. 


The Corporation, through Cape Breton International 
Training Associates, also participated in a four-week 
training program for delegates from the Malaysian 
Department of Mines. The topics were coal prepara- 
tion and related matters. 


We are indeed proud of the continuing generosity 
of our employees as they continue to involve them- 
selves in fund raising activities and community 
events. Some projects in which they participate in- 
clude the United Way Campaign; 24 Hour Relay in 
support of the Children’s Ward of the local Regional 
Hospital; Bowl for Millions; and Curl for Cancer. 
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CLIENT COUNTRIES 


Due to the premature closure of Lingan Colliery late 
in 1992, and unexpected geological difficulties in the 
Phalen Colliery, the amount of coal available for sale 
was lower than the previous year. Export activity 
was reduced by more than 50%, and coal invento- 
ries remained below budget. Sales to Nova Scotia 
Power Inc., increased by 5.5%, to 2.2M metric tonnes 
(mt) due mainly to increased deliveries to the Trenton 
Generating Station. 


For the third consecutive year, both coking and ther- 
mal coal prices declined. The effect was somewhat 
offset by the lower value of the Canadian dollar. The 
world recession, combined with an imbalance in 
supply and demand, had a negative impact on ex- 
ports. 


SOUTH AFRICA 
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On a positive note, the Corporation’s new shiploader 
became operational in September ’93, and was a 
key factor in achieving export thermal coal contracts 
and enhancing our position in the marketplace. 


This new facility prevented an even further erosion 
of our export coal prices by enabling better freight 
costs for our export shipments. A total of twenty- 
three vessels, carrying 876,000 mt of coal destined 
for eight different countries, were loaded. This in- 
cluded the largest cargo (53,751 mt) ever to be 
shipped over our Pier. The previous record was 
39,390 mt. 


REVIEW OF OPERATIONS 


Phalen Colliery achieved 88% of its production tar- 
get, affected somewhat by geological problems on 
6 East Wall in the Fall of 1993. It is important to 
note that this colliery is the first in the Corporation’s 
history to operate under flooded mine workings. 
Careful attention is being paid to roof control and 
the chemistry of mine water to monitor flow changes 
into the colliery. 


Retreat on 6 East Wall was also slowed during the 
last quarter because critical development drivage, 
required to ventilate the wall, was not completed. 
Despite these problems, a weekly production record 
was established at 84,804 mt, and production was 
28% higher than the previous year. 


Development results fell short of budget by 23%. 
However, the drivage of 12,074 meters represents 
an increase of 3,362 meters over last year. During 
the year a weekly development record was set at 
447 meters. 


New development drivage equipment was purchased 
during the last quarter and is expected to signifi- 
cantly improve results, placing the colliery in a posi- 
tion of being able to match development with pro- 
duction. 


A $5M project to extend the cable belt system at 
Phalen Colliery was completed in December and will 
provide an efficient, cost-effective means of trans- 
porting coal to the surface as the mine increases in 
depth. 


A new system of ventilation was introduced at the 
colliery which is more effective in controlling meth- 
ane gases at the longwall face. 


The introduction of larger roof supports for 7 East 
Wall (700 tonne vs. 550 tonne), scheduled for the 
fall of 1994, is necessary due to greater depth and 
different roof conditions. 


Major projects at Prince Colliery include an under- 
ground bunker installation which is expected to be 
completed by fall, 1994. This will enhance produc- 
tion and development capabilities. 


ie 


The East Side Exploratory Tunnel is nearing com- 
pletion. The purpose of the tunnel is to determine 
the extent of recoverable coal reserves on the east 
side of the mine. Once drivage is complete, a de- 
tailed assessment will be made on the availability 
and quality of the coal. The outcome of the as- 
sessment will have an impact on the life expect- 
ancy of this colliery. 


The Corporation is committed to providing a qual- 
ity product to its customers. The Quality Control 
Department constantly analyzes production and 
maintains a close liaison with producers and cus- 
tomers. 


On-line analyzers have been purchased and will 
be commissioned in late Fall, 1994. Expected ben- 
efits are increased metallurgical product and in- 
creased consistency in meeting product specifi- 
cations. 


Coal handling and distribution co-ordinated efforts 
to establish a record ship loading of 31,865 mt/ 
day. The previous best rate was 25,371. 


The Corporation maintains a Central Shop repair 
facility which this year, for the first time, began 
major rebuilds on heavy roof supports and wall face 
equipment. As well, in the Railway Shop Repair 
facility, we are now performing major overhauls of 
our locomotive fleet. 


A nearly complete, integrated Material Manage- 
ment System will use more automated transac- 
tions for purchasing and warehousing functions. 
This will shorten lead times on material acquisi- 
tions and have a positive effect on material 
availability, inventory levels, and purchasing costs. 


The Corporation continued to work closely with the 
Canada Centre for Mineral and Energy Technol- 
ogy (CANMET), the research and development 
arm of Energy, Mines and Resources Canada. 
Joint research projects, in the cost range of $3.1M, 
were based mainly in the areas of Strata Mechan- 
ics and Mine Environment. 


ELEVEN YEAR STATISTICAL SUMMARY 


YEAR ENDED MARCH 31 


Financial (Million $) 


Revenue $238.4 
Mining Income (Loss) (9.4 
Capital Expenditures 13.6 
Gov't Approp. Req'd $ 24.3 
Sales (000’s Tonnes) 

Nova Scotia Power 2,306 


Export 
Other Domestic 
Total 


Saleable Production 
Tonnes (000’s) 
Output/Manshift (tonnes) 


Employees - Total 


Mining Income (Losses) Sales Revenue Capital Expenditures 
(millions of $) (millions of $) (millions of $) 
20 300 200 
10 
| 250 
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84 85 86 87 88 89 90 91 92 93 94 84 85 86 87 88 89 90 91 92 93 94 84 85 86 87 88 89 90 91 92 93 94 
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3,007 2,708 2,637 2,037 


2,969 3,304 2,634 2,433 2,030 
8.0 7.3 6.2 9.9 The 
3,301 3,435 3,651 3,980 3,495 


Saleable Production Saleable Output Per Manshift 
(millions of tonnes) (tonnes) 
12 
10 
8 
6 
4 
2. 
84 85 86 87 88 89 90 91] 92 93 94 84 85 86 87 88 89 90 91 92 93 94 


MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements of the Cape Breton Development Corporation and all 
information in this report are the responsibility of management and have been approved by the 
Board of Directors. The financial statements include some amounts that are necessarily based on 
management's best estimates and judgement. 


The financial statements have been prepared by management in accordance with generally ac- 
cepted accounting principles. Financial information presented elsewhere in the annual report is 
consistent with that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of the financial statements, manage- 
ment maintains financial and management control systems and practices designed to provide 
reasonable assurance that transactions are authorized, assets are safeguarded and proper records 
are maintained in accordance with the Financial Administration Act and regulations as well as the 
Cape Breton Development Corporation Act and by-laws of the Corporation. The system of inter- 
nal controls is augmented by Internal Audit which conducts periodic reviews of different aspects of 
the Corporation’s operations. In addition, the internal and external auditors have free access to 
the Audit Committee of the Board, which oversees management's responsibilities for maintaining 
adequate control system and the quality of financial reporting. 


These financial statements have been independently examined by the Corporation’s auditor, the 
Auditor General of Canada, and his report is included herein. 


age Dpbuechar 
Va ann 
E.A. Boutilier, F.C.A. M.D. Buchanan, C.A. 
PRESIDENT & C.E.O VICE-PRESIDENT, FINANCE 


AUDITOR’S REPORT AND FINANCIAL STATEMENTS 


MARCH 31, 1994 


AUDITOR’S REPORT 


AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 
To the Minister Designate of Industry 


| have audited the balance sheet of Cape Breton Development Corporation as at March 31, 
1994 and the statements of operations, equity and changes in financial position for the year then 
ended. These financial statements are the responsibility of the Corporation’s management. My 
responsibility is to express an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those standards 
require that | plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evi- 
dence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial posi- 
tion of the Corporation as at March 31, 1994 and the results of its operations and the changes in 
its financial position for the year then ended in accordance with generally accepted accounting 
principles. As required by the Financial Administration Act, | report that, in my opinion, these 
principles have been applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that have come to my notice during my 
audit of the financial statements have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the Cape Breton Development Corporation Act 
and the by-laws of the Corporation. 


L. Denis Desautels, FCA 
Auditor General of Canada 


Ottawa, Canada 
May 12, 1994 


STATEMENT OF OPERATIONS 


YEAR ENDED MARCH 31, 1994 
(in thousands of dollars) 


Revenue 

Expenses 
Cost of product sold 
External freight 


General and administrative 
Amortization 


Profit from current operations 

Deduct: 
Pensions, early retirement and other costs 
Provision for Lingan Colliery closure (Note 7) 
Provision for environmental projects 
Write-down of capital assets 

Loss for the year 

Reconciliation to government funding basis: 
Amortization and write-down of capital assets not 
deductible in determining mining income 
for Parliamentary appropriation 
Lingan Colliery closure 


Environmental projects 


Mining income for Parliamentary appropriation 


1994 


(18,766) 


34,928 
(4,291) 
(1,200) 


$ 10,671 


1993 


$_ 265,995 


184,533 
11,601 
14,742 
46,400 


STATEMENT OF EQUITY 


YEAR ENDED MARCH 31, 1994 
(in thousands of dollars) 


Balance, beginning of year 


Add (deduct) 
Loss for the year 
Parliamentary appropriations in respect of 
Capital and operating expenditures 


Balance, end of year 


1994 


$ 250,595 


(18,766) 
8,549 


$ 270,378 


1993 


$ 262,642 


BALANCE SHEET 


AS AT MARCH 31, 1994 


(in thousands of dollars) 1994 1993 
ASSETS 
Current 
Cash $ 9,045 $ 1,910 
Accounts receivable (Note 3) 35,870 39,051 
Inventories 
Coal 15,896 11,337 
Operating materials and supplies 10,706 10,528 
Prepaid expenses 697 305 
72,214 63,131 
Capital assets (Note 4) ‘ 283,163 279,591 
Other asset 
Deferred pension costs (Note 5) 24,54 14,101 
$ 379,926 $ 356,823 
LIABILITIES 
Current 
Accounts payable $ 21,724 $ 21,818 
Accrued wages and vacation pay 11,327 10,699 
Accrued charges 12,616 10,466 
Employees’ deductions 3,051 1,923 
Due to Government of Canada 
Working capital advances 5,000 
Current portion of long term provisions (Note 6) __ 8,756 _ 10,267 
62,474 55,173 
Provision for Lingan Colliery closure (Note 7) 42,834 . 45,615 
Provision for environmental projects (Note 9) 4.240 __ 5,440 
109,548 106,228 
EQUITY 
Equity of Canada 270,378 250,595 
| $ 379,926 $ 356,823 


Commitments (Note 8) 
Contingent liabilities and claims (Notes 9 and 10) 


Approved by the Board 


Director 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


YEAR ENDED MARCH 31, 1994 
(in thousands of dollars) 


Net inflow (outflow) of cash related to 
the following activities: 


Operating 
Loss for the year 
Amortization and write-down of capital assets 
Provision for Lingan Colliery closure net 
of current portion 
Provision for environmental projects net of 
current portion 
Changes in non-cash operating 
working capital items (Note 11) 


Financing 
Payments by Canada 
In respect of capital and operating expenditures 
Increase (decrease) in repayable working 
Capital advances 


Investing " 
Purchase of capital assets 
Proceeds from sale of capital assets 
Deferred pension costs 


Net inflow (outflow) of cash 
Cash, beginning of year 


Cash, end of year 


1994 


$ (18,766) 


34,928 
(2,781) 


(1,200) 


1993 


NOTES TO THE FINANCIAL STATEMENTS 


YEAR ENDED MARCH 31, 1994 


1 


AUTHORITY AND OBJECTIVES 


The Corporation was established in 1967 for the purpose of reorganizing and rehabilitating the coal 
industry on Cape Breton Island, pursuant to the Cape Breton Development Corporation Act. Its cur- 
rent corporate goal is to be a dependable supplier of quality coal and related energy products by 
operating a safe, commercially viable corporation which will provide a positive working environment 
through efficient and effective utilization of human, physical and technical resources. 


ACCOUNTING POLICIES 


a) 


b) 


c) 


d) 


Financing 


The Corporation, an agent of Her Majesty, is listed as a Schedule Ill, Part |, corporation for 
purposes of the Financial Administration Act. The Corporation receives Parliamentary appro- 
priations for capital and operating expenditures. Parliamentary appropriations are reflected in 
the Statement of Equity. In addition, advances from the Government of Canada are provided for 
working capital purposes to a limit of $50 million on such terms as may be agreed upon, as 
provided for in the Cape Breton Development Corporation Act. 


Inventories 

Inventories are valued at the lower of cost and net realizable value. 

Capital Assets 

Capital assets are stated at cost. The Corporation has provided amortization on its capital 


assets based on their estimated useful lives, using the straight-line method of calculation, as 
follows: 


Prince Colliery 2-30 years 
Phalen Colliery 2-30 years 
Devco Railway 5-30 years 
Coal Preparation Plant 5-20 years 
Other assets 5-20 years 


Foreign Currency Translation 
Monetary assets and liabilities are translated at exchange rates in effect at the balance sheet date. 


Revenue and expenses are translated at the rate of exchange prevailing on the transaction date. 
The resulting foreign currency gains and losses are included in the results of operations. 


ACCOUNTING POLICIES - CONT’D 
e) Deferred Pension Costs 


Deferred pension costs will be amortized over the estimated average remaining service life of 
the employees. 


f) | Workers’ Compensation 
Workers’ compensation costs are recorded on a pay-as-you-go basis when claimants’ eligibility 


for benefits is determined by the Nova Scotia Workers’ Compensation Board. 


ACCOUNTS RECEIVABLE (in thousands of dollars) 


1994 1993 
Trade $ 27,393 $ 27,920 
Employees 23 231 
Government of Canada 
In respect of capital expenditures 8,550 11,000 
35,966 39,151 
Less: Allowance for doubtful accounts 96 100 
$ 35,870 $ 39,051 
CAPITAL ASSETS (in thousands of dollars) 
Acquisition Accumulated Net Book Value 
Cost Amortization 1994 1993 
Prince Colliery $ 143,060 $ 92,095 $ 50,965 $ 50,267 
Phalen Colliery 261,914 127,905 134,009 136,253 
Donkin-Morien 
Development Project 80,679 80,679 - : 
Coal Preparation Plant 103,818 69,850 33,968 35,716 
Devco Railway 97,151 46,444 50,707 43,710 
Other assets 61,063 47,549 13,514 13,645 
$ 747,685 $ 464,522 $_ 283,163 $ 279,591 


PENSIONS 


The Corporation contributes to defined benefit pension plans on behalf of employees of the Corpora- 
tion. The current service cost of pensions is included in the cost of product sold. All other pension 
costs are included in pensions, early retirement and other costs. 


An actuarial valuation of the Corporation’s Non-Contributory Pension Plan as at March 31, 1994 indi- 
cated an unfunded liability of $65,713,000 (assets of $170,016,000 and liabilities of $235,729,000). 
The Corporation has made provision in its annual operating plan for past and current service contribu- 
tions in amounts at least equal to the anticipated pension payments under this plan. On this basis, the 
unfunded liability will be funded over a period of not more than four years. The Corporation contributed 
$24,695,000 (1993 - $22,798,000) and expensed $14,247,000 (1993 -$18,209,000), relative to this 
plan for the year ended March 31, 1994 with the difference appearing on the balance sheet as an 
addition to deferred pension costs. 


An actuarial valuation of the Corporation’s Contributory Pension Plan as at March 31, 1994 indicated 
a surplus of $3,457,000 (assets of $39,166,000 and liabilities of $35,709,000). Required Corporation 
payments and expenses approximated current service costs of $806,440 (1993 - $799,740) relative to 
this plan for the year ended March 31, 1994. 


CURRENT PORTION OF LONG TERM PROVISIONS (in thousands of dollars) 


1994 1993 

Lingan Colliery closure $ 7,196 $ 8,707 
Environmental projects 1,560 1,560 
S$ 8,756 $ 10,267 


PROVISION FOR LINGAN COLLIERY CLOSURE 


During 1991, management approved a plan based on the intended discontinuance of Lingan Colliery 
production by March 31, 1993. The plan included a human resources strategy for employees affected 
by this closure. 


Provision was made in 1992 and 1993 for the estimated future cost of this strategy which includes an 
early retirement incentive, supplementary unemployment benefits for laid-off workers and voluntary — 
severance allowances. 


Provisions have also been made for the cost of dismantling and removal of certain capital assets from 
the Lingan site, as well as certain operating obligations necessary to finalize its closure. 


COMMITMENTS 


The Corporation has commitments on capital projects of approximately $5.2 million. 


The Corporation leases the General Mining Building which houses its administrative offices. 
The lease is for a 20 year period which commenced June, 1984. The annual lease payments 
fluctuate with changes in the lessor’s mortgage interest rates. Current lease payments are 
$1,225,000 per annum at an interest rate of 8.5%. 


CONTINGENT LIABILITIES AND CLAIMS 


a) 


b) 


c) 


d) 


Legal Matters 


The Corporation is subject to a claim and several actions totalling approximately $1.5 million. 
The Corporation intends to oppose these matters in their entirety. 


Insurance 


The Corporation self insures against the potential loss of underground assets and for a portion 
of its liability insurance. 


Environmental Considerations 


The Corporation is subject to regulations that may require it to incur future costs related to 
environmental issues. In this respect, the Corporation is in the process of developing an envi- 
ronmental management plan. 


Over the next five years, the Corporation plans to spend approximately $21 million on environ- 
mental activities including the cost of capital assets and project costs. Environmental project 
costs are charged to operations as incurred or when reasonable estimates can be made. 


Workers’ Compensation 


In accordance with the Government Employees’ Compensation Act, the Corporation reimburses 
Human Resources Development Canada for current payments of workers’ compensation claims 
and periodic disability payments billed by the Workers’ Compensation Board of the Province of 
Nova Scotia. 


A recent actuarial study of Workers’ Compensation awarded as at December 31, 1992 by the 
Nova Scotia Workers’ Compensation Board against the Government of Canada, on behalf of 
the employees and former employees of the Corporation, has estimated a present value of 
approximately $150 million compensation payable in future years of Government Employees 
Compensation Act authority. 


10. 


Tt: 


12. 


13. 


INCOME TAXES 


The Corporation is subject to the provision of Part | of the Income Tax Act. Based on legal advice from 
the Government of Canada, the Corporation has taken the position that it is not subject to Part |.3 of 
the Income Tax Act. 


During 1990 the Corporation was reassessed by Revenue Canada Taxation for the years 1983 - 1989. 
The reassessment treats funding provided by the Government of Canada as government assistance 
for operating and capital purposes. The Corporation opposes Revenue Canada’s position that appro- 
priations to the Corporation are taxable as income from a business or property and that they otherwise 
reduce the capital cost of the Corporation’s property. 


The outcome of these and related matters is not determinable at this time and therefore no adjust- 
ments have been reflected in these financial statements. 


CHANGES IN NON-CASH OPERATING WORKING CAPITAL ITEMS (in thousands of dollars) 


1994 1993 
Accounts receivable $ 3,181 $ (708) 
Inventories 

Coal (4,559) 19,928 
Operating materials and supplies (178) 1,404 
Prepaid expenses (392) (143) 
Accounts payable (94) 7,745 
Accrued wages and vacation pay 628 (1,810) 
Accrued charges 2,150 2,469 
Employees’ deductions 1,128 (185) 
Due to Government of Canada - other - (2,383) 
Current portion of provisions 1.511 3,285 
353 $ 29,602 

LONG TERM AGREEMENT 


The Corporation has signed an agreement with Nova Scotia Power Inc. which calls for the delivery of 
a substantial portion of the Corporation’s coal production to Nova Scotia Power Inc. The agreement 
expires in the year 2010 with a requirement to renegotiate prices every five years. The next such 
renegotiation will establish prices effective April 1, 1995. 


RELATED PARTY TRANSACTIONS 
In addition to those related party transactions disclosed elsewhere in these financial statements, the 


Corporation is related in terms of common ownership to all Government of Canada created depart- 
ments, agencies and Crown Corporations. The Corporation enters into transactions with these enti- 


ties in the normal course of business. 


CORPORATE DIRECTORY 


BOARD OF DIRECTORS 


Chairman of the Board 
George S. Khattar, Q.C. 
Khattar & Khattar 
Sydney, N.S. 


Ernest A. Boutilier, F.C.A. 
President & C.E.O. 
Cape Breton Development Corporation 


KevinLynch — 
Associate Deputy Minister 
Industry Canada 

Ottawa, Ontario 


Allan J. Macintyre 

President 

National Health & Welfare Union 
Ottawa, Ontario 


Allister A. MacKenzie 
Designated Person 

Coal Mining Safety Commission 
Sydney, Nova Scotia 


Joseph M. MacMullen, F.C.A. 
Managing Partner 

Peat Marwick Thorne 

Halifax, Nova Scotia 


Committees of the Board: 
Audit 

Environment 

Pension Fund Investment 


OFFICERS 


Ernest A. Boutilier, F.C.A. 
President & C.E.O. 


Merrill Buchanan 
Vice President, Finance 


Robert Cooper 
Vice President, Engineering & Safety 


Gordon MacLean 
Vice President, Human Resources 


Reginald Mcintyre 
Vice President, Operations 


Ronald P. Nicholson 
Vice President, Environment & Technical Services 


Adrian White 
Vice President, Marketing 


Keith F.S. Crocker 
Legal Counsel & Secretary 
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General Mining Building, 95 Union Street, 
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Corporate Lrofile 


The Cape Breton Development Corporation was formed by an Act of 
Parliament in 1967 and is wholly owned by the Government of Canada. 
Located on Cape Breton Island, Nova Scotia, this Crown Corporation is the 
largest coal producer in Eastern Canada. With approximately 2200 
employees, it also is one of the largest industrial employers in Atlantic 
Canada. The Corporation operates two collieries and fully integrated sup- 
port facilities for the preparation and distribution of coal. Sales are made 
to Canadian and international markets. Assets at March 31, 1995, totalled 
$367M. Coal sales for 1994/95 were 3.27M tonnes, yielding revenues of 
$235M. 


The Cape Breton Development Corporation is in business to be a depend- 
able supplier of quality coal and related energy products by operating a 
safe, commercially viable corporation which will provide a positive working 
environment through efficient and effective utilization of human, physical 
and technical resources. Supreme will be our regard for the protection of 
the physical environment, the interest of the shareholder, the employees, the 
community, and the long term economic good of Cape Breton. 


Setter to the Minister 


1995-05-31 


Honourable Anne MacLellan, PC., M.P 
Minister of Natural Resources 

580 Booth Street 

Ottawa, Ontario 

K1A OE4 


Dear Madame Minister: 


On behalf of the Board of Directors, I am pleased to enclose the Financial Statements 
and Auditor's Report for the Corporation for the fiscal year ended March 31, 1995. 
This annual report is submitted in accordance with the provisions of the Financial 
Administration Act and the Cape Breton Development Corporation Act. 


The close of the report period brought to an end an eventful time in the history of the 
Cape Breton Development Corporation. Effective April 1, 1995, C.B.D.C. is required 
to be financially self-sufficient. No longer will the Government of Canada directly 
subsidize the Corporation. 


As a new epoch begins for C.B.D.C., it is important to mention that the mining of 
coal was something that helped to create Canada as a modern nation. Coal, largely 
Cape Breton coal, fuelled Canada’s industrial revolution and brought the country vig- 
orously into the twentieth century. Like coal industries world wide, Cape Breton col- 
lieries have been dogged by set-backs and, often, tragedy. But coal mining shaped 
Cape Breton’s character and created a resilience among its people and a tenacity that 
is recognised across the continent. 


To fashion remedies for the obstacles which will be encountered in the new self-suffi- 
ciency era, C.B.D.C. will be required to draw on the resiliency and tenacity of its 
employees. Together they must demonstrate the resolve to take advantage of opportu- 
nities for progress, to enlist the help of partners, and to become a model and inspira- 
tion for others around the world. 


Respectfully, 


G:S: Khattar Q.C. 
CHAIRMAN 
BOARD OF DIRECTORS 


Year at w Hance 


($ in thousands) 1995 1994 
Revenue $235,361 $231,800 
Mining Income 13,723 10,145 
Capital Expenditures (Net) 26,153 38,500 
Parliamentary Appropriations 25,430 36, 549 
Total Assets $366,981 $379,926 
Sales(000's tonnes) 3,269 3,161 
Saleable Production (000's tonnes) 3,116 3,244 
Output per Manshift (tonnes) 10.6 10.8 
Employees - 2,203 PATA) 


For the sixth consecutive year, the Corporation operated within the approved govern- 
ment funding level. 


Established sales record to Nova Scotia Power Inc. of 2.4 million tonnes, a 10% increase 
over the past year. 


Attained mining income record of $13.7M, a $3.6M improvement over the previous 
year. 


Expended $26.5M on capital projects, completing the five year capital program of 
$148M. 


Established record for single vessel loading at International Coal Pier of 54,995 mt. 


Rock gas outburst in Phalen Colliery interrupted development work in various sections 
of the Colliery. 


Prince Colliery produced 1.373 million mt establishing a number of colliery production 
records for longwall operations and overall colliery performance. 


Completed installation of S00 tonne moving car bunker at Prince Colliery, which was a 
contributing factor to record breaking performances. 


The year ending March 31, 1995, has been one of continued change, and was the final year of 
our Five Year Plan to achieve self-sufficiency by April 1, 1995. Over the five year period, 
$148M was applied to capital improvements, and $9M to unfunded pensions, for a total of 
$157M in Parliamentary appropriations. The program was extremely successful, and we are 
now positioned to operate without Federal Government subsidies. 


A record mining income of $13.7M was $1.2M better than forecast, and $3.6M better than last 
year. However, this achievement was diminished by the continuance of heavy roof problems 
and a rock gas outburst at Phalen Colliery. Phalen’s production was 972,000 mt below fore- 
cast, development was significantly curtailed, and therefore the Coal Preparation Plant and 
International Pier incurred periods of shutdown with resulting layoffs. Safety and absen- 
teeism remained at unsatisfactory levels. The encouraging aspect of our financial picture is 
that it shows we could achieve much better results by hitting our production targets. 


Because of geological problems, mine plans for both Phalen and Prince are being re-designed 
with final evaluation expected by early fall. 


We continued to increase our efficiency through investment in new equipment and better tech- 
nology. Planned capital expenditures of $26.5M were achieved, concluding all necessary 
upgrades and improvements. One investment, the underground bunker at Prince Colliery, has 
led to record production levels at lower cost. 


Environmental improvements continued throughout the year with activity on several major 
projects - Prince Water Treatment System, V.J. Waste Water Management System, V.J. Fines 
Dewatering. The close-out of the Tailings Basin is scheduled for the current fiscal year. 


Deliveries to Nova Scotia Power Inc. were a record 2.4 million mt, an increase of 170,000 mt 
over 1993/94. Export shipments were 850,000 mt versus 900,000 mt the previous year. We 
continue to work with our valued customers in anticipation of a return to shipment levels 
reached in prior years. 


April 1, 1995, also marks the commencement of the next five year period within our Long 
Term Agreement with Nova Scotia Power Inc., which expires in 2010. Negotiations are at a 
stalemate, and NSPI has purported to issue a Notice of Termination effective March 31, 1997. 
To protect our interest, we have commenced legal action. The Corporation remains committed 
to resolving this issue by means of negotiation. We are confident that our proposal to NSPI is 
fair and reasonable. 


The world economy is largely out of recession, and coal markets are more in balance than 
they were a year ago. Self-sufficiency can last if everybody effectively works together - some- 
thing which is also necessary if the Donkin Mine, presently under evaluation, has any chance 
of becoming a reality. It is imperative that we continue to conserve cash, reduce costs and 
improve our productivity as much as possible. 


I recognize that the accomplishments of our Corporation are possible only through the dedica- 
tion of employees, and the support of our Minister, Directors, Department Officials, 
Customers, and Suppliers. I am confident that challenges will be met and our future secured. 


E.A. Boutilier, FC.A. 
PRESIDENT & C.E.O. 


Environment and Technical Services 


The protection of the environment remains a major priority of the Corporation. In keeping 
with the Corporation's commitment to its environmental goals, work has continued on the 
development of a comprehensive corporate Environmental Management Plan. To support 
this effort, an Environmental Committee of 
the Board of Directors was formed. This 
committee is active in pursuing the develop- 
ment of environmental policies and environ- 
mental reporting to the Board. 


Prince Colliery water treatment facility. — 


The major environmental issue continues to 
be the treatment of acid water drainage from 
active and abandoned mines and waste rock 
piles. During the year, a standby water 
treatment facility was constructed and com- 
missioned for Phalen Colliery. A second 
plant was constructed for Prince Colliery and 
was at the commissioning stage at year end. 
A third plant was under construction for the 
Coal Preparation Plant and is scheduled for 
completion in mid-1995. 


The Environment Department actively participated in community programs such as the 
Atlantic Coastal Action Plan for the environmental clean-up of Sydney Harbour and sur- 
rounding water shed areas. Regular liaison was maintained with regulatory agencies and 
local citizens groups. 


Research and Development activities concentrated in the area of maximizing metallurgical 
coal yield and enhanced treatment of fines to obtain improved product yield. Joint research 
programs were carried out with Nova Scotia Power Inc. which included the utilization of 
alkaline ash from their fluidized bed combustor for the treatment of acid mine water, and 


participation in international research programs on increasing combustion and generating 
efficiencies. 


At year’s end the Corporation has expended $10.1M on environmental improvements, and 
anticipates expenditures of $5M in the upcoming year. 


Year in Review 


Human Resources 


During the year, the Corporation continued its review of operational job requirements. 

This has led to a workforce reduction of 76. The majority of employees displaced by this 

process took advantage of Early Retirement Incentive Programs and Voluntary Severance 
Packages. The Corporation will enter its 

| ete. Shag me 6 first year of self-sufficiency with a total 
pois | 4) workforce of 2203. 


During 1994, Collective Agreements were 
concluded with the four unions which repre- 
sent over 90% of our employees. However, 
at year’s end the Agreements had once 
again expired and negotiations had com- 
menced with the largest barganing unit. 


The Joint Union/Management Process 
remains active. Efforts continue to bring the 
largest bargaining unit back into the existing 
process or to develop a different approach in 
order to improve employee/management 
relations. 


Recognizing the necessity and importance of a highly skilled workforce, the Corporation 
remains committed to training and education of our employees. A total of 358 training 
programs were presented concentrating on skills development, health and safety and educa- 
tion. This represents 4860 persondays of participation at a cost of $1.4M. 


One of the most significant challenges facing the Corporation continues to be its high rates 
of absenteeism, which exceed industry standards. This is in spite of the fact that 988 
employees had been absent for less than 2% of the time during the past year. Accident 
rates remain high which contribute to absentee rates. Safe work practices are promoted 
through monthly safety themes and employee safety talks. Safety and Health Committees 
at each site continue to play an integral role in combatting this problem. 


An active Employee Assistance Program has been, and continues to be, available to 
employees to assist them through personal problems which may be affecting them at the 
workplace. 


This year the Corporate Wellness Program focused on back care and proper use of equip- 
ment to prevent back injuries. 


Scholarship Programs were provided to six children of fatally injured employees. In addi- 
tion, 30 high school bursaries were awarded to children of employees. These programs rep- 
resent a contribution of nearly $30,000 in educational assistance. 


Corporate Communications 


Recognizing the reality of the many changes the Corporation experienced in its five year 
journey to self-sufficiency, and the challenges that lie on the horizon, effective communica- 
tions have never been more essential. 


Constant efforts have been made to make this change as acceptable as possible. Great 
energy has gone into improving the current communications structure. 


Employee communications remain high on the list of priorities. Regular communications 
continue to be maintained through a bi-monthly newsletter that has been expanded to 
include information on companies similar to ours as well as issues that are common to 
most corporations. Items of an urgent nature are communicated via a bulletin titled F Y.1. 
(For Your Information). 


In addition, a telephone information line is available to both working and laid- off employ- 
ees. The line contains key information such as production, development, and position 
vacancies. The line was expanded in 1994, to include a new menu selection allowing 
employees to express their views and concerns or ask questions. Responses, if necessary, 
are included in the monthly newsletter. 


In December the President conducted face-to-face communication sessions with employees, 
including a special sitting for those on lay-off. The sessions provided an opportunity to be 
updated on critical issues facing the Corporation and were followed-up with a letter to each 
employee. Employees were encouraged to submit additional questions to the President for 
reply. The sessions addressed the majority of employee concerns. 


The Corporation continues to maintain a close liaison with municipal councils, provincial 
representatives, and Members of Parliament. 


Communicating with the local public remains an important aspect of our communications 
strategy. The very nature of our industry presents issues requiring immediate public 
knowledge. We are very fortunate to have the support of the local press in delivering mes- 
sages on performance-related topics as well as urgent communiques. In many situations, it 
is through the press that we are able to alleviate concerns of workers and their families. 

We thank the media for their continued support. 


Community Relations 


Corporate activities continued to have a major role locally, contributing more than $212M 
to the Cape Breton economy. This entailed $103M in wages and benefits; $49M in 
Pensions; and approximately $60M in goods and services involving Cape Breton suppliers. 
All together $240M was expended into the Nova Scotia economy. 


The Corporation sponsors a Junior Achievement Company Program. The program is for 
students of Glace Bay and Dominion High schools. Corporate employees devote a consid- 
erable amount of time acting as advisors to the student company. 


This year, the Corporation sponsored and participated in a new program called the 
“Economics of Staying in School.” Launched in January 19985, it involved partnering with 
the Cape Breton District School Board, local Rotary Clubs, Human Resources Development 
Canada, and Junior Achievement Canada. The “Board Game’ style program will reach 
approximately 2850 junior high school students, and is expected to provide a tremendous 
learning tool to demonstrate the importance of staying in school. 


Other involvement included the annual Coal Bowl Basketball Tournament. The week- long 
competition provides an opportunity for students from across our nation to compete and 
develop friendships. The winner of such a competition is indeed not one team, but all par- 
ticipants. 


The Corporation encourages its employees to participate in volunteer activities to develop 
their skills and to benefit our communities. The seriousness of their commitment was 
made clear in this year’s United Way Campaign, when employees made a contribution 
that exceeded last year’s by 60%. This commitment will go a long way in maintaining ser- 
vices and programs that are vital to our communities. 


Other fund-raisers adopted by our employees include: Bowl for Millions; Curl for Cancer; 
and Curl for Children. 


The Corporation preserved tradition with its sponsorship of “The Men of the Deeps” The 
choir excels in its ability to touch audiences with both the sorrows and joys of Nova Scotia's 
coal mining heritage. This year’s performances included the Red Cross “Light the Darkness 
Tours” and the Mine Rescue Award of Bravery Ceremonies which were held in honour of 
the rescue workers of Westray. 


Year in Review 


Mining Operations 


Phalen Colliery has potential recoverable reserves of in excess of 77 million metric tonnes 
and is scheduled to produce, on average, approximately 2.4 million tonnes per year. 


Production for 1994 reached 1.88 
million metric tonnes, falling short of 
target by 972,000 mt. This was 
mainly due to severe geological con- 
ditions on 6 and 7 East Walls and 
major mechanical failures on the 
main cable belt system. 


Development performance at the col- 
liery received a major set back in the 
fall of 1994, when a rock/gas out- 
burst occurred on No. 3 Slope. This @AM@QURB atria es) 

phenomenon is a very rare occur- . 

rence in coal mining. Personnel from the Corporation visited both Poland and Germany in 
November to learn more about outbursts. Development was halted in all sections of the 
mine while experts attempted to analyze the situation and develop approved operating cri- 
teria for these sections. At year’s end all sections had been given approval. However, only 
four of the eight sections had resumed operations as of March 31, 1995. 


In light of the prevalent geology in Phalen, a review of the mine plan is being undertaken 
to determine the safest, most economical methods for continued operation of the Colliery. 
It is expected that this review will be completed by Fall, 1995. 


One unique aspect of Phalen Colliery is that it operates under flooded mine workings. To 
assist in the protection of this asset, one of the priorities during the year was to expand the 
capacity of the existing pumping system from 600 gallons per minute to 1200 gpm. This 
work was completed late in 1994. In addition, a new 1200 gpm pumping system is being 
designed to work in conjunction with the current system to establish a total pumping 
capacity of 2400 gpm. 


Prince Colliery has potential recoverable reserves of about 47 million metric tonnes. The 
Colliery continues to be a consistent producer and during the year set a number of produc- 
tion records in achieving its annual output of 1.373 million tonnes. These results represent 
an increase of 9.5% compared to the previous year and are largely attributable to a skilled 
workforce and the installation of a S00 tonne moving car bunker. 
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Lear tn Revtew- 


Mining Operations - continued 


Development results for the year were disappointing, due mainly to heavy roof conditions 
on the westside levels. The situation is being addressed with the use of steel centre sup- 
ports. 


Projections for westside development of Prince Colliery indicate that, as a result of geologi- 
cal conditions, walls will become shorter, yielding less coal on an annual basis. An in- 
depth review was implemented to determine the most cost-effective method to extract coal 
in future years. This may involve changing the direction of the long walls to a northerly 
direction to maximize production. 


Such a change in the mine plan would require a significant capital investment for the first 
two years of implementation to achieve the necessary development to open the longwalls. 
It is intended to have this review completed early in the next fiscal year. If viable, imple- 
menting the new plan would significantly extend the life of the Colliery. 


Major projects, including the installation of a booster fan and endless haulage, are under- 
way and are expected to be completed by December, 1995. Both projects are key in future 
development and operation of the Colliery. 


The Corporation continues to maintain its close liaison with the Canada Centre for 


Mineral and Energy Technology (CANMET), the research and development armn of Natural 
Resources Canada. 


Sf 


Surface Operations 


Production difficulties at Phalen Colliery resulted in low raw coal inventories and signifi- 
cant down-time for the Victoria Junction Coal Preparation Plant and the International Coal 
Pier 


Installation of new on-line analyzers at the Coal Preparation Plant was nearly complete in 
March, 1995, with commissioning scheduled for June, 1995. This upgrade will increase 
metallurgical product recovery and improve consistency in meeting product specifications. 


In June 1994, a record 54,995 mt of product was loaded on MV Summerrain for customers 
in Brazil. This shipment was the largest to date at our newly upgraded International Coal 
PIeY. 


In an effort to further utilize capacity at the coal loading facility, the Corporation was suc- 
cessful in shipping a cargo of bottom ash from Nova Scotia Power for a local contractor. 
Discussions are taking place for additional tonnage in 1995/96. 


The Transportation Department boosted its fleet by taking delivery of forty new bottom dis- 
charge cars and rebuilding two locomotive engines. A number of track maintenance pro- 
jects were completed with the assistance of manpower displaced as a result of down-time at 
the International Coal Pier. 


During the year the Central Shops completed the rebuild of 106 roof supports for Prince 
Colliery’s 13 West Wall and started a set for 14 West Wall. 
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Year in Revtew- 


Sales 


Nova Scotia Power Inc. remains the Corporation’s major customer, taking delivery of a 
record 2.4 million tonnes, which is an increase of 170,000 over last year. This included 
320,000 tonnes of Prince run-of-mine product delivered to the new Point Aconi Power Plant. 


Shipments to all NSPI sites exceeded requirements and allowed NSPI to operate within their 
sulphur emission guidelines. Prompt service and a solid working relationship remain the 
highest priorities for both marketing and operating staffs. 


Negotiations with the power utility for the next five year pricing period of the Long Term 
(33 year) Coal Supply Contract commenced in June of 1994. In March 1995, NSPI issued a 
purported Notice of Termination of the long term contract effective March 31, 1997. To 
protect its interests the Corporation has initiated legal action against the utility. However, 
there remains a strong commitment within the Corporation to resolve the dispute between 
both parties in accordance with the contract. 


During 1994 export sales were made to six countries, including South Africa. Resource 
giant Iscor made its first contract with the Corporation for 100,000 mt of metallurgical coal 
for use in two of its steel works in South Africa. 


Production problems at our largest producer, Phalen Colliery, led to reduced sales in the 
export market. Shipments totalling 850,000 mt were below the forecast target of 1.2 million 
mt’s. During the fiscal year seventeen vessels were loaded at our International Coal Pier. 
To fulfil our shortfall with our export customers during 1994, shipping schedules have been 
rearranged to make deliveries later in 1995. 


In the export marketplace, the prices for coal increased approximately 15% for 1995 con- 
tracts. This was a result of decreased availability of Russian coal, a strong U.S. dollar and 
the closure of many older coal mines, during the recession years 1991 to 1993. The 
improved world economy and resulting balance between coal supply and demand are the 
main reasons for the sharp increase in prices. 
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Financial (Million $) 


| 
Revenue 

Mining Income (Loss) 
_ Capital Expenditures (Net) 
Gov't Appropriation 
| 
| 


Sales (000’s Tonnes) 


| Nova Scotia Power 
| Export 
Other Domestic 
Total 


| Saleable Production 
Tonnes (000's) 
Output/Manshift (Tonnes) 


Employees - Total 


Mining Income (Losses) 
{millions of $) 


area | 


REUSE TE OL 
85 86 87 88 89 90 91 92 93 94 95 


Sales Revenue 
(millions of $) 


300 


250 


200 


150 


100 


50 


85 86 87 88 89 90 91 92 93 94 95 
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Capital Expenditures 
(millions of $) 


200 


150 


100 


85 86 87 88 89 90 91 92 93 94 95 


3,411 


2, 
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Financial Reporting 2 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements of the Cape Breton Development Corporation and 
all information in this report are the responsibility of management and have been 
approved by the Board of Directors. The financial statements include some amounts that 
are necessarily based on management's best estimates and judgement. 


The financial statements have been prepared by management in accordance with general- 
ly accepted accounting principles. Financial information presented elsewhere in the 
annual report is consistent with that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of the financial statements, 
management maintains financial and management control systems and practices 
designed to provide reasonable assurance that transactions are authorized, assets are safe- 
guarded and proper records are maintained in accordance with the Financial 
Administration Act and regulations as well as the Cape Breton Development Corporation 
Act and by-laws of the Corporation. The system of internal controls is augmented by 
Internal Audit which conducts periodic reviews of different aspects of the Corporation's 
operations. In addition, the internal and external auditors have free access to the Audit 
Committee of the Board, which oversees management's responsibilities for maintaining 
adequate control systems and the quality of financial reporting. 


These financial statements have been independently examined by the Corporation's audi- 
tor, the Auditor General of Canada, and his report is included herein. 


hat fgunatorn Hi ucharcs 


E.A. Boutilier, F.C.A. M.D. Buchanan, C.A. 
PRESIDENT & C.E.O VICE-PRESIDENT, FINANCE 


AUDIT COMMITTEE REPORT 


The Audit Committee oversees the financial reporting process on behalf of the Board of 
Directors. In order to carry out this responsibility, the Committee, composed entirely of 
directors independent of management, meets at least twice a year to review the 
Corporation's financial statements and recommend their approval to the Board of 
Directors. The Audit Committee also reviews any reports prepared by the Corporation's 
internal and external auditors relating to its accounting policies and procedures, as well 
as its internal controls. The Committee meets independently with management, internal 
auditor and external auditors to review the involvement of each in the financial reporting 
process. These meetings are designed to facilitate any private communication with the 
Committee desired by each party. 


Jheohulh 


oseph M. MacMullen, FC.A. 
Chairman of the Audit Committee 


March 31, 1995 
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AUDITOR GENERAL OF CANADA VERIFICATEUR GENERAL DU CANADA 


To the Minister of Natural Resources 


I have audited the balance sheet of Cape Breton Development Corporation as at 
March 31, 1995 and the statements of operations, equity and changes in financial 
position for the year then ended. These financial statements are the responsibility 
of the Corporation’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. 
Those standards require that I plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and dis- 
closures in the financial statements. An audit also includes assessing the account- 
ing principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, 
the financial position of the Corporation as at March 31, 1995 and the results of its 
operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles. As required by the 
Financial Administration Act, I report that, in my opinion, these principles have 
been applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that have come to my 
notice during my audit of the financial statements have, in all significant respects, 
been in accordance with Part X of the Financial Administration Act and regula- 
tions, the Cape Breton Development Corporation Act and the by-laws of the 
Corporation. 


Wm. Radburn, FCA 
Assistant Auditor General for the Auditor General of Canada 


Ottawa, Canada 
May 12, 1995 


Jtatement of Operations 


YEAR ENDED MARCH 31, 1995 
(in thousands of dollars) 


Revenue 

Expenses 
Cost of product sold 
External freight 


General and administrative 
Amortization 


Profit from current operations 

Deduct: 
Pensions, early retirement and other costs 
Provision for environmental projects 

Loss before taxes 

Large corporations tax (note 11) 

Loss for the year 

Reconciliation to government funding basis: 
Amortization of capital assets not deductible in 

determining mining income for 

Parliamentary appropriation 
Lingan Colliery closure 


Environmental projects 


Mining income for Parliamentary appropriation 


20 


$ 235,361 


161,681 
9,978 
14,033 


39,442 


__ 225,134 


10,227 
30,085 

318 
(20,176) 
537 


(20,713) 


39,442 
(4,206) 


800 


$ 13,723 


1994 
(restated-note11) 


& 231,800 


158,505 
10,084 
14,343 

eee O55) 

217,860 
13,940 
31,766 

940 
(18, 766) 
526 


(19,292) 


34,928 
(4,291) 
(1,200) 

$2 45 


Jtatement of Equity 


YEAR ENDED MARCH 31, 1995 
(in thousands of dollars) 


Balance, beginning of year as restated (Note 11) 
Add (deduct) 
Loss for the year 
Parliamentary appropriations in respect of 
capital expenditures 
Balance, end of year 


oe 


$ 267,689 


(20,713) 


25,430 


$ 272,406 


1994 
(restated-note11) 


$ 248,432 
(19,292) 


38,549 


pe A St 


$ 267,689 


Balance Sheet 


AS AT MARCH 31, 1995 
(in thousands of dollars) 


1995 
ASSETS 
Current 
Cash $ 10,109 
Accounts receivable (Note 3) 24,596 
Inventories 
Coal 10,959 
Operating materials and supplies 12,908 
Prepaid expenses oes OE 
58,823 
Capital assets (Note 4) 269,874 
Other asset 
Deferred pension costs (Note 5) 38,284 
$ 366,981 
LIABILITIES 
Current 
Accounts payable and accrued liabilities $ 32,460 
Large corporations tax payable 3,226 
Employees’ deductions 3,063 
Due to Government of Canada 
Working capital advances 5,000 
Current portion of long term provisions (Note 6) 8,488 
52,237 
Provision for Lingan Colliery closure (Note 7) 38,898 
Provision for environmental projects (Note 9) 3,440 
94,575 
EQUITY 
Equity of Canada 272,406 
$ 366,981 


Commitments (Note 8) 
Contingent liabilities and claims (Notes 9 and 10) 
Long term agreement (Note 13) 


1994 
(restated-note1l) 


$ 9.045 
35,870 


15,896 
10,706 
697 
72,214 


283, 163 


24,549 
$ 379,926 


$ 45,667 
2,689 
3,051 


5,000 
Sad 
65,163 

42, 834 
4,240 


a es 


112,237 


267,689 
379,926 


Approved by the Bogr 
1. LOG GRLLTAPG........ Divecioricg once (po Mahe , as Director 


YEAR ENDED MARCH 31, 1995 
(in thousands of dollars) 


1995 1994 
(restated-note11) 
Net inflow (outflow) of cash related to 
the following activities: 
Operating 
Loss for the year $ (20,713) $ (19,292) 
Amortization of capital assets 39,442 34,928 
Provision for Lingan Colliery closure net 
of current portion (3,936) (2,781) 
Provision for environmental projects net of 
current portion (800) (1,200) 
Changes in non-cash operating 
working capital items (Note 12) 1,529 879 
15,522 12,534 
Financing 
Payments by Canada in respect of capital 
expenditures 25,430 38,549 
Increase in repayable working capital 
advances fe ee _____ 5,000 
__ 25,430 Beesoioed 
Investing 
Purchase of capital assets (26,452) (38, 704) 
Proceeds from sale of capital assets 299 204 
Deferred pension costs 13,735 10,448 
39,888 48,948 
Net inflow of cash 1,064 72V36 
Cash, beginning of year 9 045 Res IU 
Cash, end of year 10,109 9,045 


Notes to Financial Statements: 


YEAR ENDED MARCH 31, 1995 


ihe 


AUTHORITY AND OBJECTIVES 


The Corporation was established in 1967 for the purpose of reorganizing and rehabili- 
tating the coal industry on Cape Breton Island, pursuant to the Cape Breton 
Development Corporation Act. Its current corporate goal is to be a dependable suppli- 
er of quality coal and related energy products by operating a safe, commercially viable 
corporation which will provide a positive working environment through efficient and 
effective utilization of human, physical and technical resources. 


The Corporation, an agent of Her Majesty, is listed as a Schedule II, Part I, corpora- 
tion for purposes of the Financial Administration Act. The Corporation has received 
Parliamentary appropriations for capital and operating expenditures; but its Corporate 
Plan is to conduct its activities without appropriations after March 31, 1995. 

Advances from the Government of Canada are provided for working capital purposes 
to a limit of $50 million on such terms as may be agreed upon, as provided for in the 
Cape Breton Development Corporation Act. 


The Corporation's five year planning cycle, as established by the Financial 
Administration Act, has been interrupted pending determination of the operating and 
financial impact resulting from geological and technical difficulties encountered at 
Phalen Colliery since September 1994. An interim Corporate Plan for the next two 
years has been prepared, which forecasts the Corporation meeting its self-sufficiency 
mandate. Further assessment is required to determine the mine’s medium to long term 
future. This assessment is expected to be completed during 1995, at which time it will 
be incorporated in a five year Corporate Plan submission. 


ACCOUNTING POLICIES 
a) Financing 
Parliamentary appropriations are reflected in the Statement of Equity. 
b) Inventories 
| Inventories are valued at the lower of cost and net realizable value. 
c) Capital Assets 


Capital assets are stated at cost. The Corporation has provided amortization on 
its capital assets based on their estimated useful lives, using the straight-line 
method of calculation, as follows: 


Prince Colliery 2-20 years 
Phalen Colliery 2-20 years 
Devco Railway 5-20 years 
Coal Preparation Plant 5-20 years 
Other assets 5-20 years 
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Notes to Firanctal Statements: 


YEAR ENDED MARCH 31, 1995 


2. ACCOUNTING POLICIES (continued) 
d) Foreign Currency Translation 


Monetary assets and liabilities are translated at exchange rates in effect at the 
balance sheet date. Revenue and expenses are translated at the rate of exchange 
prevailing on the transaction date. The resulting foreign currency gains and 
losses are included in the results of operations. 


€e) Deferred Pension Costs 


Deferred pension costs will be amortized over the estimated average remaining 
service life of the employees. 


fp) Workers’ Compensation 


Workers’ compensation costs are recorded on a pay-as-you-go basis when 
claimants’ eligibility for benefits is determined by the Nova Scotia Workers’ 
Compensation Board. 


3. ACCOUNTS RECEIVABLE (in thousands of dollars) 


1995 1994 
Trade $ 20,371 $227,893 
Employees 252 23 
Government of Canada in respect of 
capital expenditures ___ 4,073 N38 550 
24,696 35,966 
Less: Allowance for doubtful accounts 100 96 
$ 24,596 $ 35,870 
4. CAPITAL ASSETS (in thousands of dollars) 
Acquisition Accumulated Net Book Value 
__Cost___—Amortization ____—i1995__—*d‘9 
Prince Colliery $ 150,318 $ 99,783 $ 50,535 $ 50,965 
Phalen Colliery 273,806 146,999 126,807 134,009 
Donkin-Morien 
Development Project 80,679 80,679 - - 
Coal Preparation 
Plant 107,872 73,786 34,086 33,968 
Devco Railway 99,095 D2 92e 46,168 50,707 
Other assets £46 22008 +2 49,700 - _ s-1ge276 Pn RRES C! 


$ 773,838 $ 503,964 §$ 269,874 $ 283,163 
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Notes to Siranctal Statements 


YEAR ENDED MARCH 31, 1995 


Q. 


PENSIONS 


The Corporation contributes to defined benefit pension plans on behalf of employees of 
the Corporation. The current service cost of pensions is included in the cost of product 
sold. All other pension costs are included in pensions, early retirement and other 
costs. 


An actuarial valuation of the Corporation’s Non-Contributory Pension Plan as at 
March 31, 1995 indicated an unfunded liability of $67,458,000 (assets of $181,412,000 
and liabilities of $248,870,000). The Corporation has made provision in its annual 
operating plan for past and current service contributions in amounts at least equal to 
the anticipated pension payments under this plan. On this basis, the unfunded liabili- 
ty will be funded over a period of not more than four years. The Corporation con- 
tributed $26,325,000 (1994 - $24,695,000) and expensed $12,590,000 (1994 - 
$14,247,000), relative to this plan for the year ended March 31, 1995 with the differ- 
ence appearing on the balance sheet as an addition to deferred pension costs. 


An actuarial valuation of the Corporation’s Contributory Pension Plan as at March 31, 
1995 indicated a surplus of $3,550,000 (assets of $41,932,000 and liabilities of 
$38,382,000). Required Corporation payments and expenses approximated current ser- 
vice costs of $697,400 (1994 - $806,440) relative to this plan for the year ended March 
ob 1 995. 


CURRENT PORTION OF LONG TERM PROVISIONS 
(in thousands of dollars) 


1995 1994 

Lingan Colliery closure $ 6,928 $ 7196 
Environmental projects 1,560 1,560 
$8,488 & 8,756 


PROVISION FOR LINGAN COLLIERY CLOSURE 


During 1991, management approved a plan based on the intended discontinuance of 
Lingan Colliery production by March 31, 1993. The plan included a human resources 
strategy for employees affected by this closure. 


Provision was made in 1992 and 1993 for the estimated future cost of this strategy 
which includes an early retirement incentive, supplementary unemployment benefits 
for laid-off workers and voluntary severance allowances. 


Provisions have also been made for the cost of dismantling and removal of certain cap- 
ital assets from the Lingan site, as well as certain operating obligations necessary to 
finalize its closure. 
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Notes to Financial Statements: 


YEAR ENDED MARCH 31, 1995 


8. 


COMMITMENTS 


a) The Corporation has commitments on capital projects of approximately $3.5 
million. 


b) The Corporation leases the General Mining Building which houses its administra- 
tive offices. The lease is for a 20 year period which commenced June 1984. The 
annual lease payments fluctuate with changes in the lessor’s mortgage interest 
rates. Current lease payments are $1,214,000 per annum at an interest rate of 
8.25%. 


c) At March 31, 1995 the Corporation has forward exchange contracts to sell U.S. 
currency totalling $14.9 million at rates from $1.36 to $1.4073. 


There were no forward exchange contracts to buy foreign currency at March 31, 
1995. 


CONTINGENT LIABILITIES AND CLAIMS (continued) 


a) Legal Matters 
The Corporation is subject to several claims related to disputed contracts and other 
matters. One amount claimed is approximately $1.2 million and the amount of a 
second claim is undeterminable at this time. The Corporation intends to oppose 
these matters in their entirety. 


b) Insurance 
The Corporation self insures against the potential loss of underground assets and for 
a portion of its liability insurance. 

c) Environmental Considerations 
The Corporation, in the course of its operations, is subject to environmental liabili- 
ties and contingencies. Accruals are made as liabilities are incurred and where 


such liabilities can be reasonably estimated. The Corporation believes its operations 
comply in all material respects with applicable laws and regulations. 


Over the next five years, the Corporation plans to spend approximately $17 million 
on environmental activities including the cost of capital assets and project costs. 
a) Workers’ Compensation 


In accordance with the Government Employees’ Compensation Act, the Corporation 
reimburses Human Resources Development Canada for current payments of work- 
ers’ compensation claims and periodic disability payments billed by the Workers’ 
Compensation Board of the Province of Nova Scotia. 


An actuarial study of Workers’ Compensation awarded as at December 31, 1992 by 
the Nova Scotia Workers’ Compensation Board against the Government of Canada, 
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Notes to SFtranctal Statements: 


YEAR ENDED MARCH 31, 1995 


g; 


10. 


L, 


12. 


CONTINGENT LIABILITIES AND CLAIMS (continued) 


on behalf of the employees and former employees of the Corporation, has estimated 
a present value of approximately $150 million compensation payable in future years 
of Government Employees Compensation Act authority. 


INCOME TAXES 
The Corporation is subject to provisions of the Income Tax Act. 


During 1990 the Corporation was reassessed by Revenue Canada Tuxation for the 
years 1983-1989. The reassessment treats funding provided by the Government of 
Canada as government assistance for operating and capital purposes. The 
Corporation opposes Revenue Canada’s position that appropriations to the 
Corporation are taxable as income from a business or property and that they other- 
wise reduce the capital cost of the Corporation's property. 


The outcome of these and related matters is not determinable at this time and therefore 
no adjustments have been reflected in these financial statements. 


PRIOR PERIOD ADJUSTMENT 


Recently proposed amendments to the Income Tax Act clarify that certain federal 
Crown corporations are liable for tax under Part 1.3 of the Act (Large corporations tax) 
retroactive for taxation years that end after June 1989. 


As a result of the Large corporations tax applicable to years ended 1990 to 1994, the 
equity balance at April 1, 1994 has been adjusted by $2,689,000. Of the $2,689,000, 
$526,000 is applicable to 1994 and has been charged to operations for that year. The 
remaining $2,163,000 is applicable to years prior to April 1, 1993 and the equity bal- 
ance at that date has been adjusted accordingly. 


CHANGES IN NON-CASH OPERATING WORKING CAPITAL 
ITEMS (in thousands of dollars) 


1995 1994 
(restated-note11) 

Inflow (outflow) of cash related to: 
Accounts receivable $ 11,274 Ss 93,18] 

Inventories 

Coal 4,937 (4,559) 
Operating materials and supplies (2,202) (178) 
Prepaid expenses 446 (392) 
Accounts payable and accrued liabilities (13,207) 2,684 
Large corporations tax payable 537 526 
Employees’ deductions 12 1,128 
Current portion of provisions 268 (1,511) 
$ 1,529 $ 879 
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Notes to Financial Statements 


YEAR ENDED MARCH 31, 1995 


13. LONG TERM AGREEMENT 


14. 


The Corporation has signed an agreement with Nova Scotia Power Inc. (NSPI) which 
calls for the delivery of a substantial portion of the Corporation's coal production to 
NSPI. The agreement expires in the year 2010 with a requirement to renegotiate quan- 
tities, tolerance on quantities and prices every five years. April 1, 1995 is the com- 
mencement of the next five year term within the agreement. 


Negotiations for this term began in 1994, but have not been concluded. NSPI has 
issued a purported Notice of Termination to be effective March 31, 1997. In order to 
protect its interests under the agreement, the Corporation commenced legal action to 
claim breach of contract by NSPI and to compel NSPI to conduct negotiations under 
the terms of the agreement. The Corporation remains confident that a satisfactory res- 
olution of this matter will be achieved by future negotiations, arbitration or by way of 
the action which has been commenced by the Corporation. 


The parties’ performance of this agreement in accordance with its terms is necessary 
to the future operations of the Cape Breton Development Corporation, and the fulfil- 
ment of its Corporate Plan to conduct its activities without Parliamentary appropria- 
tions after March 31, 1995. 


RELATED PARTY TRANSACTIONS 


In addition to those related party transactions disclosed elsewhere in these financial 
statements, the Corporation is related in terms of common ownership to all 
Government of Canada created departments, agencies and Crown Corporations. The 
Corporation enters into transactions with these entities in the normal course of busi- 
ness. 
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